It is, in some respects, surprising that a sizable segment of the American population has 
apparently become convinced that the U.S. health care system is breaking down and is in need of 
major repair. After all, in spite of all its flaws, isn't the U.S. health care system still the finest in 
the world? What other country has more extensive facilities, more state-of-the-art equipment, or 
more medical know-how than the United States? And to which country do people usually flock 
when they want the best treatment available? Canada? Great Britain? France? Or the United 
States? 

It is also surprising that many Americans apparently believe that a government-run health 
care system would be an improvement over the present system. Do they honestly believe that 
such a system would be any more efficient than the Postal Service or any more compassionate 
than the IRS? 

Yes, the cost of health care is skyrocketing. Yes, millions of our fellow citizens lack 
health insurance. But do these legitimate problems constitute a health care crisis? And is the 
"cure" offered by the Clinton Administration the best way to treat the problems that do exist? 

Dispelling the Myths 

In this special issue of THE NEW AMERICAN, we provide the answers, based not on 
generalities and emotionalism, but on irrefutable facts and common-sense perspective. In the 
process, we dispel many of the myths about health care that have led many of our fellow citizens 
to support "cures" that would be far worse than the disease. 

Perhaps the most dangerous myth is that the U.S. health care system is driven by market 
forces. It is not. As Robert W. Lee painstakingly documents in his article beginning on page 19, 
the highly bureaucratized U.S. health care industry has been largely shaped and molded by 
government policies for decades. Consequently, the problems plaguing that industry are 
primarily the result of too much government, not free enterprise. Yet, those same 
government-caused problems are now being used as an excuse to justify even more government 
intervention. 

Moreover, the problems that do exist are being exaggerated to make this pretext for 
government control as appealing as possible. For instance, in his important article beginning on 
page 11, William Jasper cites irrefutable evidence to dispel the myth of 37 million uninsured 
Americans. Some Americans do lack health insurance, Mr. Jasper readily admits, but many lack 
insurance by choice, and the actual number of uninsured is far less than 37 million. Moreover, as 
Mr. Jasper explains, governmental policies have been responsible for exacerbating the uninsured 
problem. 

And then there is the myth that the national health care program offered by the Clinton 
Administration would somehow bring (in the words of the President) "security, simplicity, 
savings, choice, quality, and responsibility." If only we could expect some truth in labeling from 
the Administration. In point of fact, as William Hoar makes clear in his article beginning on page 
4, the Administration plan amounts to a government takeover of an industry that constitutes 
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one-seventh of the economy. To describe this program as merely socialist -- which it certainly is 
-- is perhaps to lose sight of the human element. With government forcing employers to pay 80 
percent of health insurance costs, millions of jobs would be placed in jeopardy. And with 
government controlling costs via the insurance premiums, shortages would develop and quality 
would drop. Such distortions would then be used as an excuse for the rationing of health care, 
giving the government the power of life or death over the "beneficiaries." Anyone who does not 
immediately recognize the dangers inherent in such a power grab should also read William 
Norman Grigg's article about totalitarian medicine (page 37). As Mr. Grigg points out, "Germany 
did not arrive at Auschwitz overnight." 

The Solution 

But there is a solution to the so-called health care crisis. And that solution is to get the 
government out of the way and allow market forces to decide the best possible medical 
treatments and to come up with the lowest possible costs. Jane Ingraham and William Norman 
Grigg point the way to this solution in back-to-back articles on pages 27 and 33. 

The information in this magazine could do much to expose the Administration's health 
care plan for the snake oil that it is and to help restore freedom of choice in medical therapy. We 
invite everyone, subscribers and nonsubscribers alike, to order extra copies of this issue (see 
page 41 for quantity discount prices) and distribute them widely. The more our fellow citizens 
are able to rely on sound information, the closer we will be to solving the problem. 


-- GARY BENOIT 
FRONT PAGE The Clinton 
Cure-All 
William P. Hoar 


It all boils down to much less health care, much more government 


Snake oil salesmen are back. But don't look for government protection from fraud, 
because these pitchmen are from the government -and they are here to help you. Having run such 
programs as Medicare and Medicaid into the ground, with huge cost overruns and poor care the 
norm, the U.S. government is now being pegged as the savior of what remains of the private 
system of medical care. And, incredibly enough, this revolution in the health industry is being 
fomented at a time when national studies show that nine of ten Americans are satisfied with their 
own health care. 

Yet, "something" must be done, we are told repeatedly. Speaking before a joint session of 
Congress on September 22nd, President Clinton outlined a blueprint for national health care with 
huge gaps in specifics. "We must make this our most urgent priority, give every American health 
care security, health care that can never be taken away, health care that is always there," the 
President declared. He also mentioned the mythical 37 million that we are now being told have 
no health care. 

In point of fact -- the unceasing propaganda about the 37 million notwithstanding -- less 
than one percent (1.8 million) of the population cannot get health insurance now for health 
reasons, according to an estimate by the National Center for Policy Analysis. Perhaps and other 
six million really cannot afford health insurance. To cure this imputed inequity, all are to suffer. 

For whatever reason (including the fact that some 11 million uninsured are between ages 
18 and 29 and tend to be healthier and have other uses for their money), some Americans have 
chosen not to purchase health insurance. This will no longer be permitted with the mandatory 
Clinton elixir. During his September 22nd speech to Congress, the President held aloft a 
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proposed Health Security Card, a combination credit card/national ID, which would be inscribed 
with a guarantee for a "comprehensive package of benefits that can never be taken away." 
Coverage would be extended to the uninsured, benefits (such as "free" prescription drugs for the 
elderly) would be increased; care would supposedly not suffer; and all of this would happen 
simply by squeezing out waste from government programs such as Medicare and by imposing an 
additional tobacco tax. Not only is the plan supposed to pay for itself, it has even been billed as 
something that would reduce the national deficit. 

Trading Liberty for Security 

The social engineering proposed under the Clinton plan is so vast that small businesses 
have understandably been nervous, with an estimated 3.1 million jobs expected to be lost, 
according to an economic study by June and Dave O'Neill of Baruch College. Another study, 
sponsored by the National Federation of Independent Business, predicts that the jobs of 12.7 
million Americans would be put at risk. 

And the universal health mandate, which is central to the Clinton plan, would hit 
low-skilled and low-paid workers the hardest, since employers would have to ask themselves if 
their lowest-skilled workers are worth the additional mandated costs. This has proven to be the 
case even in the best test cases that health reformers can come up with, such as in Hawaii. In that 
state, as noted by Douglas Besharov of the American Enterprise Institute, "all employers are 
required to provide subsidized health insurance for their workers. A recent Kaiser Family 
Foundation survey of small businesses [in Hawaii] found that 40% said that mandatory benefits 
forced them to reduce the number of their employees; more than 50% said that they had to 
restrict wage increases." 

How could it be otherwise? When government mandates additional job benefits (such as 
health coverage that many companies have simply not been able to afford), that increases the 
cost of labor and eats into profits. When workers become too expensive to keep on the payroll, 
employers lay off their employees or don't hire them in the first place. Yet, when the first lady 
was asked before one congressional group about the harm that would come to businesses should 
this mandate be imposed, she responded: "I cannot be responsible for saving every 
undercapitalized entrepreneur in America." 

Incredibly, the Clinton team itself has contended that in the long run the health care 
assault will lead to a net gain of jobs. This could only be true if one counts just the increase in 
jobs of bureaucrats. Dr. Merrill Matthews, health policy director of the National Center for 
Policy Analysis, is more logical when he suggests that the Administration has "crafted a way to 
substitute 37 million uninsured with 37 million unemployed. People will lose jobs ... because he 
will force businesses to pay more for each employee, which is nothing but a tax on business." 

Hillary Clinton has repeatedly dictated: "Every American must be guaranteed health 
security." Under the President's plan, she says, the Health Security Card "will entitle you to a 
comprehensive package of benefits over the course of your lifetime -- even if you lose a job, 
switch jobs, move to a new town or city or develop a serious illness. Security means you can 
never be denied coverage...." Well, to paraphrase a remark attributed to Ben Franklin: Those who 
give up essential liberty to obtain security deserve neither liberty nor security. And the latter will 
prove mighty elusive. 

A Gargantuan Takeover 

The same government that Al Gore sneerily notes has overregulated even the making of 
an ashtray is supposedly going to save a gigantic industry that includes one in every seven jobs 
in the United States and encompasses $900 billion in spending annually. Snaring the 
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management of these 11 million jobs is quite a plum for a man like Bill Clinton, whose 
private-sector experience is virtually nil. 

The cost of imposing the new federal system has been estimated by Administration 
sources at $700 billion over five years. That price tag is undoubtedly low: Medicare's projected 
cost for 1990, estimated at its inception, was one-tenth of the actual bill. And the same 
government that gave us Medicare now wants to run the entire $900 billion health industry -- 
albeit though oligopolies, bureaucracy, "price caps," hidden regulation, and the like, rather than 
through an overt takeover. The Administration, which has pointed with dismay to having health 
care "consume" 14 percent of the economy, predicts that even with its program health spending 
will rise to more than 17 percent of the gross domestic product during the next three years. As 
columnist Stephen Chapman has noted, by mandating insurance for those who are now covered 
plus those who are not, without increasing the amount of care available, the government would 
be creating "a formula for medical hyperinflation." 

But, of course, the idea is not to make the system "work," but rather to get more people 
dependent on government. As one expert quoted by Newsweek explained: "'And if it doesn't 
work, we can go a couple of different ways' -- to a single-payer system like Canada's, or, more 
likely, toward a multiple-payer system with [overt] government price controls, like Germany's." 

Keep in mind that the Administration's plan is usurpation (it would be, says Republican 
Congressman Ernest Instook of Oklahoma, the "biggest takeover in U.S. history"). It is also an 
attack on a very successful industry for "consuming" too much of the nation's wealth. According 
to the U.S. Bureau of Labor Statistics, six of the ten fastest growing occupations in the U.S. by 
the year 2005 are expected to be in the medical field. Rather than eliciting praise for that 
increased service, this success makes them targets for control. 

Controlling the Price 

While the Clinton Administration pretends there are no price controls, the plan of course 
involves just that. "Its chokepoint on a free economy is the insurance premium," states former 
presidential aide William Satire. "Put that in Washington's hands, and the Feds dictate everything 
from the price of bypasses to the price of aspirin. Most people like the idea of price controls until 
they are faced with the shortages and black markets and rationing -- and wage controls -- that 
always follow." 

Safire directs us not to be "misled by phrases like 'employer mandates’; that means only 
that the cost of a payroll will rise and be paid by the consumer. In the same way, 'government 
subsidies’ to small business, and to the unemployed, mean that the cost of insurance will be paid 
by the taxpayer. The consumer and the taxpayer are the same person." 

Indeed, it is known even by government liberals that capping health insurance premiums 
will not be a panacea. A Congressional Budget Office report released in September said of this 
type of Clintonian strategy: "Benefits would be lower, out-of-pocket spending for health care 
would rise, high-risk individuals would find it harder to obtain coverage, and technological 
progress in health care would probably occur more slowly." 

When the President says he is going to set price caps on insurance premiums in the 
managed-competition schemes that his planners intend for us, some cheer, ignoring that health 
plans may not then be able to fund desirable (but expensive) treatment. In England, to cut costs 
for the national health plan, the elderly usually don't get such treatments as dialysis. Treatments, 
in fact, would be similarly cut to meet the budgets set by the proposed state-run health alliances, 
which in turn would report to the national board. 

Also, if you live in a suburb that becomes a part of an urban health alliance, you could 
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then expect to foot the bill for crack babies and violence in the cities. The Administration's plan 
would not allow a state "to concentrate racial or ethnic minority groups, social-economic groups, 
or Medicaid beneficiaries," or to "subdivide a primary metropolitan suburban area." 

There are already high prices in health care because of the existing subsidies (for 
example, Medicare and Medicaid) and regulations. By giving care to the poor and elderly, the 
government in essence asks them to stand in line for service (rationing). Then, for political 
reasons, price controls are put on these existing programs. So now the poor use the emergency 
rooms for regular care. 

At the same time, it should be understood that the costs of Medicare and Medicaid 
patients are not currently covered completely. The Prospective Payment Assessment 
Commission reports that Medicaid pays but 82 percent of inpatient and out-patient costs and 
Medicare pays but 88 percent. The "evil" hospitals Jose some $15 billion serving patients in these 
programs, which is a chunk more than even the $11 billion spent on uninsured patients. Hospitals 
have been making up the difference by shifting costs to those who are privately insured. Indeed, 
the Clinton cure-all would "solve" this subsidy problem by increasing the subsidies to those 
Americans who are not insured. In addition, under the new plan, the government would not allow 
the insuring company to drop the enrolled patient even if he or his place of business did not pay 
the premium. 

Socialized Medicine 

It is hard to argue with a top Democratic strategist quoted by columnist Robert Novak, 
who said ecstatically after the President's speech to Congress that "the battle for socialized 
medicine has been won. All we're arguing about now is what kind of socialized medicine." 
Indeed, Minority Leader Bob Dole (R-KS) led a group from the GOP -- with its traditional "me 
too, but cheaper" brand of socialism -- to an unveiling of its own plan. As Newsweek noted of 
this Republican blueprint: "It accepts two basic Clinton principles: the need for ‘universal’ 
coverage and the need for the government to somehow 'mandate' that coverage." 

Gail Wilensky, who was in charge of Medicaid and Medicare for President Bush, 
observes of the Clinton way of paying for all of this (which attempts to make business into the 
tax collector for government): "The employer mandate is their stealth financing. Once they get it, 
they've won." Just so. The racheting effect, making it difficult if not impossible to back down, is 
typical of such programs -- that is to say, once the premises of socialized medicine are assumed, 
the fight is largely over. Wall Street Journal columnist Paul Gigot notes that Senator Phil 
Gramm (R-TX) "is one of the few Republicans who understands the stakes .... Mr. Gramm says 
that once a middle-class health entitlement is in place, it's eternal. And once government offers a 
‘standard benefit package,’ as the plans of both Mrs. Clinton and Republican John Chafee do, the 
politicians will add 'an endless proliferation of benefits." 

Some Warnings 

Human Events, frequently loath to criticize Republicans, has expressed concern over the 
anemic GOP reaction to the Administration. This conservative weekly is assuredly not being 
alarmist when it notes, "By any traditional American or non-Marxist standard .... the Clinton 
health plan -- with its proliferating bureaucracies, top-down controls, job-killing costs, and 
universal abortion funding -- is unthinkable. At stake in this unprecedented attempt to Sovietize 
an industry comprising one-seventh of the U.S. economy ... is not only our economy and our 
livelihoods but, because it threatens to destroy the nation's health-care system, our very lives." 

Even proponents of such systems in Europe (where socialism is a term used without the 
sting it has in the U.S.) see what is happening. As The Economist of London remarks: "What the 
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administration proposes is a government-directed bureaucracy through which almost all the 
money that is currently spent on health care will be funneled." 

Columnist Robert Samuelson has expressed it openly in the Washington Post: "We have 
arrived at socialized medicine in America. I do not report this as either a good or bad event but 
simply as something that has happened with hardly anyone realizing it." Despite Samuelson's 
timidity about branding evil as such he is not off the mark in saying: "Socialized medicine does 
not mean that government will run every hospital or employ every doctor. Even in countries with 
national health insurance, the medical complex often remains in private hands. It does mean that 
most of the critical decisions about health care will ultimately be settled politically." 

And while it is being done openly, it is being done slyly as well. Security, not rationing, 
is the catchword; yet rationing is actually what socialized medicine will bring. As an expert who 
attended Ira Magaziner's skull sessions has acknowledged: "The R-word was absolutely 
forbidden." 

Senator Jay Rockefeller (D-WV) is another promoter of socialized medicine who wants 
to beat around the bush, and who says that to talk about bureaucracy is a ploy to "get everybody 
cynical and negative." The wealthy lawmaker was peddling that line not long ago on a television 
talk show with Dr. Bernadine Healy, former head of the National Institutes of Health, who 
responded that the Administration's plan consists of "50 state bureaucracies being governed by a 
National Health Board, politically appointed by seven people with their own huge bureaucracy. 
This is bigger government, more bureaucracy, at a time when we're trying to reinvent 
government." 

But is anyone surprised about the President's socialistic agenda? As Paul Greenberg, 
editorial page editor of the Arkansas Democrat Gazette, observes: "When it comes to a choice 
between liberty and control, competition and regulation, simplicity and bureaucracy, it is 
scarcely a choice for this President. He almost instinctively shies away from any reform that 
would empower the individual. Instead, he gravitates vaguely but surely toward any approach 
that relies on big business and big government -- and a big bureaucracy to mesh them." 

Playing Off Interests 

In one way, however, the Clinton reform is particularly masterful: It takes in all the 
needed parties who want to divide the spoils, including many in the Republican Party. As Bill 
MclInturff, a pollster for the Republicans, put it about the first lady and the GOP: "Nobody wants 
to tick off Mrs. Clinton now because they want to be in the room 11 months from now when the 
deals get cut." 

To sully the waters further, there are those groups that would take an even more radical 
approach, and would prefer an outright government ("single-payer") takeover. Such groups are 
helpful for cover. Yet, as the general secretary of the National Council of Churches, the 
Reverend Joan Brown Campbell, expressed it: "Clearly there are places where we, in the church, 
would have hoped for more radical reform. Despite the fact that we reserve the right to critique 
the plan and to push for the greatest possible change, we continue to go on record in support of 
this presidential initiative." 

Big business is getting bribed by the promise that the U.S. might pay up to 80 percent of 
the costs of the health benefits of early retirees. Instead of the hard-pressed corporations paying 
for these costs for early retirements, the taxpayers would do so. It is another way to shift 
responsibility. Said a Chevron analyst in the Washington Post: "If this is true, it would be a 
dream come true." 

The carrot for small business is supposed to be its subsidies (of course, once hooked, the 
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firms will find that government mandates grow ever more burdensome). Then there is "Gray 
Power": The American Association for Retired Persons, among others, has been tossed free 
prescriptions (which means the old and unwell would be subsidized by the young and healthy), 
as well as the beginnings of long-term care benefits. 

Labor union bosses, who are helping to sell the program, have long supported a health 
plan backed by the government -- especially if the coverage remains intact whenever workers 
lose or switch jobs, and if their negotiated benefits are kept in place. The Administration's 
decision to put off the taxing of such benefits (an apparent last-minute switch) was a sop to the 
AFL-CIO and company. The unions also want their contracts to be covered for early retirements. 

Veterans are supposed to be kept in line by allowing their health benefits to remain with 
separate handling. (Never mind how poorly their health care services have been handled by the 
government!) Moreover, the Veterans Administration is now supposed to be able to bill 
Medicare for any services that it provides to veterans over age 65. 

The drug companies, although they are being hit by the Administration with regularity, 
seem happy to have broad coverage of prescription drugs included in the program. 

And the American Medical Association, in spite of all its complaining about the details, 
is buying the principle of mandated universal coverage. Nonetheless, AMA President Dr. Joseph 
Painter has said: "We have serious reservations about the President's plan because it would limit 
choices by patients and physicians, undermine the quality of medical services, and lead to federal 
control of medical education and the physician work force." 

To get a sense of how Washington works, consider how AMA Executive Vice President 
Jim Todd battered with top White House health guru Ira Magaziner. Todd, you see, wanted a 
lower cap on jury awards for any pain and suffering in lawsuits. (The Clintons don't want to stray 
too far on this, since the trial lawyers are among the Democrats' biggest financial supporters.) 
And what was the clincher for this AMA stalwart in his dealing with Magaziner? As reported by 
Newsweek on September 20th, Todd queried: "Could we appear in the Rose Garden behind the 
President when he announces?" 

It is hard to believe that in 1932 the AMA's magazine roared against group medical 
practices as "medical soviets" and cautioned against public health officials and tax-exempt 
foundations for inciting a socialist revolution. In 1948, the editor of the AMA Journal wrote: 
"The movement for placing of American medicine under the control of the Federal Government 
through a system of federal compulsory sickness insurance is the first step toward a 
regimentation of utilities, of industries, of finance, and eventually of labor itself. This is the kind 
of regimentation that led to totalitarianism in Germany and the downfall of that nation" Today, 
too many in the AMA want only to remain nomenklatura in such "soviets." 

For all of the Administration's playing with the special interests and appealing to 
constituencies, its health care plan still needs enemies. (It can't be made to appear that everyone 
supports it, can it? Otherwise, how can the public be galvanized?) That is why the Clintons have 
talked about despicable profiteering and certain greedy businessmen -- with the Marxist 
overtones barely disguised. As the Wall Street Journal reported on September 22nd: "The 
president's political advisers have urged him to vilify some unpopular groups, such as the drug 
and insurance companies, as a way to prove he opposes the special interests for the common 
good." Never mind the phoniness of the issue. As Stanford economist Victor Fuchs has analyzed, 
even if the profits of drug companies were slashed in half, health care costs would fall by less 
than one percent. Or if the net incomes of the "greedy" physicians were cut by 20 percent, the 
costs of health care would fall by less than two percent. 
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The Future 

One reason the Clintons are willing to dicker on pieces of their plan is that they expect to 
get credit for its passage in any form whatsoever. History, bemoans conservative columnist 
William Rusher, will credit Bill Clinton "only with the 'vision,' not the results. Those will be 
blamed on incompetent or venal administrators, congressional penny-pinching, unanticipated 
technological costs, overwhelming (and unreasonable) public demand, and similar acts of God." 

People who think things are bad now will find out they can get worse. And newcomers, 
should our stricken system be completely lost, will never know what they missed with the private 
practice of medicine. Rusher further foresees what would come after passage -- the swinging into 
place of the "last big piece of social engineering needed to make America a fully functioning 
welfare state, socialist in everything but name. The glitches, the ham-handedness, the corruption, 
the favoritism, the overwhelming cost, the doctors who will retire rather than battle the monster 
... the gradual coarsening of American medicine into a village idiot like the U.S. Postal Service -- 
these consequences will begin to appear only in Mr. Clinton's second administration, when it's 
far too late to turn back, let alone retaliate against him." 

A New York physician named Dr. Frank Venuti, writing in Medical Economics 
magazine, waxed sarcastic about what would happen if the already-established Medicare 
program ran baseball. He said that some games would be held in the snow, some home runs 
would not count, new rules would be introduced every week, and all of this would be seen on the 
"Government Fairness Network." That's how the whole show will be run with the Clinton 
cure-all. 

*k * * 

Hippocrates had an idea, too. ItS primary feature: "First, do no harm." In contrast, harm is 
the first component of the proposal to be debated for the next several months -- and force is the 
feature left unsaid, the principle that government can make mandatory what it wants. For our 
own good, of course. Draft-dodger Bill Clinton, as Joseph Sobran has commented, resisted 
conscription, but today apparently doesn't believe that an individual has a right to live his own 
life. Now, says Sobran, Clinton "wants to conscript everyone into his visionary health-care 
system." Economist Paul Craig Roberts sees that medical costs "are going to explode but 
'disparities' in health care delivery will be reduced. 'Social justice' as understood from a 1960s 
flower-child perspective will be served." 

Common sense and the immutable laws of economics tell us what we would get with the 
Clinton cure-all: higher costs; poorer service; rationed care; more bureaucrats and regulations; 
price controls and price fixing; state-run cartels or oligopolies; politicization of various 
treatments such as abortion on demand or more spending for AIDS; shortages of new 
technologies and fewer breakthroughs in pharmaceutical research; less freedom for doctors to 
practice their livelihood; fewer hospitals; essential loss of patients' choice of physicians, 
especially specialists; larger payrolls and thus lost jobs; and longer waits for treatment. 

In return, we get "security." Yet, that smug and overweening promise from the federal 
government doesn't make us feel all that secure. 


Specifics of the Clinton Plan 


The following are among the highlights of the Clinton Administration's draft proposal, 
which is so complicated that even its outline runs to more than 240 pages: 

¢ Employers would be mandated to pay 80 percent of the average cost of the basic benefit 
package for full-time workers, pro-rated for part-time employees. 
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¢ Employees would pay 20 percent, plus deductibles or co-payments. 

¢ Self-employed Americans would pay 100 percent of their health care package, all of 
which would be deductible. 

¢ Some small-wage employees and small businesses (under a formula yet to be 
determined) would get subsidies. 

¢ Every American and legal resident would get a package of benefits (more benefits are 
contemplated later) that would include: inpatient, outpatient, and emergency hospitalization; 
"free" vaccinations and well-baby care; pregnancy-related services (which euphemistically is 
supposed to disguise the inclusion of subsidies for abortions); hospice care; psychotherapy (more 
limited than Mrs. Tipper Gore wanted); and drag and alcohol abuse treatment. 

¢ Most companies would have to join insurance-buying "health alliances" -which would 
be quasi-governmental cartels. Companies with over 5,000 employees could have their own plan, 
but might have to pay additionally. 

¢ There would be spending caps on Medicare and Medicaid that the Clinton 
Administration projects would save $238 billion, though hardly a soul outside the Administration 
believes this will happen. 

¢ The elderly would get new prescription drug benefits and some coverage for long-term 
care. 

¢ The biggest losers in the plan would include health care specialists, those involved with 
high-tech medical equipment, representatives of small insurance companies, underwriters who 
would be forced out of business by the government-supported cartels (many experts expect the 
number of companies would be reduced from 500 or so to five or ten), small hospitals (many of 
which would go out of business), and representatives of drug companies. The latter, which are 
being painted as gouging villains, would have to offer rebates (perhaps 15 percent) to Medicare 
and Medicaid for the right to do business with those programs. 

¢ The option most pushed is the health maintenance organization (HMO); the remaining 
choices would be the more expensive combination plan (which allows consumers the right to 
consult outside doctors for a higher fee), or the fee-for-service plan (which would be discouraged 
and subject to price controls). "In our view, the fee-for-service practice will disappear from the 
system," comments David Hebert of the Association of Health Insurance Agents. 

¢ Direct (tax-credit) subsidies would be paid to physicians to encourage them to work in 
rural areas; subsidies for graduate medical education would be switched to prompt doctors away 
from becoming specialists, with the goal of having 50 percent of new physicians trained in 
primary care within five years. (At present, 70 percent of doctors choose specialities.) 

¢ Though the words are avoided, price-controls and rationing would be prominent 
features, making private practice unfeasible, comments Elizabeth McCaughey of the Manhattan 
Institute. She also has elucidated on other details of the plan, including the fact that most 
Americans would not be able to keep their personal physicians or buy the kind of insurance now 
selected by 77 percent. Buying insurance above the standard package would be difficult. 

¢ States would have their plans approved by a presidentially appointed National Health 
Board, which would set targets on how much insurance premiums could increase annually. Were 
states not to comply properly, says the Clinton draft, the secretary of the Treasury would be 
empowered to "impose a payroll tax on all employers in the state." The payroll tax would be 
"sufficient to allow the federal government to provide health coverage to all individuals ... and to 
reimburse the federal government for the costs of monitoring and operating the state system." 
The national board would set an average premium for its regional alliances. 
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* Proponents of the plan assure us that there would be less paperwork! Right. And care 
would be superior and cheaper too. Well, you might believe this. But when you bite the bullet, 
don't swallow it. 


-- W.P.H. 


It is self-evident to most who are not statists that price-fixing makes things worse. And 
make no mistake, such anti-market devices are integral to the Clinton cure-all As Newsweek 
admits, the Clintonites are being "disingenuous" about fee-for-service physicians -- which is a 
nice way of saying they're lying because such doctors, under the President's scheme, "would 
operate under price schedules established by the alliances." Many experts, reports the 
newsweekly, believe that private practices "will gradually be destroyed.... Most doctors would be 
forced to take salaried jobs as health-plan employees." 

Same for Bread and Health Care 

Whenever government tries to keep the price of any commodity or service (be it bread or 
health care) below what the free market would have done, the effects are harmful: Demand is 
increased (when it seems "cheap" to go to the doctor, more go), the supply falls, and the quality 
suffers. If, for example, the government were to mandate that bread be sold at a nickel a loaf, 
bread manufacturers unable to produce at that price would be forced out of business, the bread 
supply would shrink, bread lines would form, and the quality of the bread would be poorer. 
Health care works that way, too. 

Once a shortage in bread (or "affordable health care") develops, the same government 
that created the "crisis" can be expected to "solve" it. Such a government-mandated solution 
often entails subsidies (either to the recipients or to the providers) and/ or rationing. 

Some health care providers, of course, could try to get around the price controls by 
"renaming" the services they perform. (This happened under the Department of Health, 
Education and Welfare with a vengeance, as former HEW Secretary Joseph Califano will attest.) 
Other doctors -- and this includes many who now don't want to handle refuse to deal with all the 
red tape associated medicine. Also, of course, when certain customers or industries (read: 
pharmaceuticals) are found to be too "greedy," the government would establish priorities for 
them. 

The passion of demagogues, you see, is to create an "entitlement" but to hide the cost. 
Even Stanford's Alain Entoven, a proponent of "managed competition," acknowledges: "What 
we see is [that] market economies work and socialist economies don't." The Clinton cure-all, he 
says, "looks like they are reinventing another price-control scheme. Top-down price controls 
don't work." 

Widening the Borders 

When it proves impossible to hold down all costs (controls that are to be put on the price 
of drugs, at the consumer level, must be recouped somewhere), other prices go up; the cry then 
goes out for wider controls. As it is, the proposed National Health Board would be empowered to 
limit medical services and technologies. A White House spokesman named Kevin Anderson 
recently said: "We're going to be looking for profiteering." Mrs. Clinton has hit at drug 
manufacturers for "sky-rocketing medication prices," while the President has berated "price 
gouging" by those firms. 
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Then, in the name of equality, subsidies would be introduced (in the Administration's 
plan, for example, those subsidies would be provided to small businesses and low wage earners). 
By this point, the government would find itself both subsidizing and rationing health care 
services, and it could then be expected to increase taxation or other "hidden" forms of revenue in 
order to increase the amount of health care available. 


-- W.P.H. 


The heading running across the top of the page read "Health-Care Crisis," while the 
headline for the lead story blared indignantly, "No safety net for working poor: 37 million 
uninsured run the gamut." The newspaper, USA Today for May 18th, told its readers that there 
are "at least 37 million people without insurance." Health insurance, that is. You've seen and 
heard that statistic countless times, no doubt, in the past few months as the health care debate has 
heated up. Sometimes the figure cited is a little smaller, usually around 35 million. 

Regardless, the 35-to-37-million figure is a potent weapon that is being cunningly 
wielded by the Clinton Administration and its many supporters in the major media to eviscerate 
our current health care system. No question, it evokes powerful imagery: tens of millions of poor 
and middle-class Americans (14 percent of our population) left out in the cold, either suffering 
and dying without medical treatment or facing economic devastation from sky-high medical 
bills. 

Misleading Data 

The problem is that the oft-cited statistic is an intentional and dangerous half-truth. The 
35 (or 37) million figure comes from the Current Population Survey (CPS) administered 
annually by the Census Bureau to about 60,000 households. But studies by the General 
Accounting Office, Congressional Budget Office, the Employee Benefit Research Institute, the 
Urban Institute, and others have pointed out that the widespread use of the raw CPS data is 
grossly misleading for a number of reasons. 

To begin with, researchers have noted that due to faulty methodology and poor design, 
the CPS questionnaire results fail to account for all health care coverage and greatly overstate the 
number of uninsured. The Urban Institute's Colin Winterbottom, for instance, in a study issued in 
July of this year, reported that the 1991 CPS data undercounts Medicaid coverage by about 21 
percent when matched with comparable data from the Health Care Finance Administration 
(HCFA). The CPS questions also do not take into account state-sponsored medical programs that 
now provide considerable coverage. Complete, current figures are not available, but the HCFA 
estimated in 1983 that at that time at least 875,000 persons were covered through programs for 
the indigent in 29 states. It is certain to be much higher now. In addition, 21 states (as of 1991) 
have initiated state "pools" to help those who are considered "uninsurable" due to high medical 
risks. Many of those covered by such programs nevertheless show up as "uninsured" in the CPS 
reports. 

Another serious fault with the CPS data is its reliance on point-in-time analysis rather 
than the more meaningful uninsured-spell-lengths analysis employed by other researchers. The 
Clintonista drum beat loses much of its dramatic impact when one realizes that the vast majority 
of the reported "uninsured" are only temporarily without coverage. Half of all those without 
health insurance remain in that status for less than five months, according to Urban Institute 
researchers Katherine Schwartz and Timothy McBride. And 85 percent of the uninsured are 
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without coverage for 24 months or less. 
Young and Healthy 

Yet another noteworthy side to this "crisis" is the fact that relatively few of those counted 
among the uninsured are in dire need of medical attention. "Contrary to widespread impressions, 
most of the 33 to 34 million people who are currently uninsured are healthy, not sick," says John 
C. Goodman, president of the National Center for Policy Analysis (NCPA). "Sixty percent of the 
uninsured are under 30 years of age, in the healthiest population groups." Very few have been 
denied coverage. How few? According to a December 1991 Public Health Service study by 
Karen M. Beauregard, as few as seven-tenths of one percent (0.7 percent) of Americans under 
age 65 are "uninsurable" due to sickness and high-risk factors. 

Moreover, many of those conveniently lumped together in the mythical 37 million don't 
exactly fit the down-and-out "working poor" profile usually suggested in the heartstring stories. 
In the 1991 CPS data, for example, 9.2 million of the "uninsured" had family incomes of $25,000 
to $50,000. And 3.8 million had family incomes of $50,000 or more. Many of these people, 
especially those in the single, without-children category, can afford insurance but elect instead to 
spend their income on BMWs, Club Med vacations, ski trips, partying, or drugs. 

Of course, not all of the uninsured can be classified either as financially well off or as 
profligate sybarites. But neither are they likely to be destitute. Older Americans receive coverage 
through Medicare, and the poorest of the poor are eligible for Medicaid, the federal-state 
program. 

Who, then, are the uninsured? That is part of the problem -- we don't really know. No 
thorough audit of the "uninsured" has been done. Undoubtedly it includes several million illegal 
aliens, who automatically qualify for "free" government-funded medical treatment. Yes, under 
our present, perverse, government policies, illegals are presumed to have no assets, so no 
investigation of assets or ability-to-pay is conducted on them as is routinely done on American 
citizens before providing medical services. 

Like so many other "crises" that we are told require immediate and massive government 
intervention, the "uninsured crisis" falls apart under analysis. "The icon of 37 million uninsured 
Americans has gone unchallenged too long," economist Martin Anderson of the Hoover 
Institution charges. "Before we begin to tinker with, and perhaps damage irreparably, the finest 
health care system in the world, we should at least know for whose sake we are doing it. Before 
Congress takes a single vote it should demand an audit of these mysterious 37 million 
uninsured." That is wise counsel. 

The Real Problem 

All of which is not to say that there are no problems with our current system of health 
insurance. Obviously there are many, but there is an appreciable difference between a problem 
and a crisis. The 37 million figure is clearly overdrawn, but there are, no doubt, millions of 
uninsured Americans who face serious health and financial predicaments. Many millions more 
Americans say they, or someone in their household, have stayed on a job they wanted to leave 
because they did not want to lose employer-provided insurance coverage. But when we examine 
the underlying causes of these problems, we find that, as in virtually every other "crisis" area, 
they derive from past and present government intervention in the marketplace. 

One of the most important factors to keep in mind, notes NCPA's John Goodman, is that 
"the U.S. health care system has been shaped and molded by the tax law. The kind of health 
insurance most of us have is determined by what the tax law subsidizes. This has led to an 
employer-based system under which people lose their health insurance when they leave a firm." 
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Economists of all stripes are almost unanimous in holding that employer-subsidized insurance, 
like other fringe benefits, ultimately is paid for by employees in the form of lower wages and 
salaries. Yet under the current system, the employee does not "own" his health insurance policy. 
Thanks primarily to our tax policies, the insurance policy is not portable, but remains with the 
employer when the employee moves on. According to Goodman, "This year [1992] the federal 
government will 'spend' about $60 billion in tax subsidies for health insurance. Under the current 
system, employer-provided health insurance escapes, say, a 28 percent income tax, a 15.3 
percent FICA tax, and a 4, 5 or 6 percent combined state and local income tax. Thus government 
is effectively paying half of the premium for people who can 'purchase' health insurance through 
an employer, while people who purchase their own health insurance must pay taxes first and buy 
insurance with what's left over." 

Ostensibly, the tax subsidy encourages private health insurance coverage. "Actually," 
says Goodman, "it probably does more harm than good for three reasons. First, the largest 
subsidies go to the people who need them least -- people who probably would purchase health 
insurance without any tax encouragement. Second, the tax law penalizes people who purchase 
their own health insurance -- encouraging them to postpone becoming insured until they can do 
so through an employer. Finally, the tax law encourages a system under which people who are 
insured through an employer can lose their coverage -and become uninsurable -- after they get 
sick." 

Likewise, tax policies penalize savings which would allow individuals to become 
self-insured. Goodman and others advocate tax-free medical savings accounts (MSAs) similar to 
individual retirement accounts (IRAs) that would permit individuals to afford catastrophic health 
coverage which would be personal and portable, and at the same time to accrue savings that 
could be used for smaller medical bills or retirement. 

Foreign "Competition" 

Another of the persistent statistical problems encountered in the current debate involves a 
host of unfavorable comparisons between the U.S. health care system and the various models of 
socialized medicine provided in other industrialized countries. Invariably, the U.S. system is 
criticized for being much more costly. However, in almost all of the foreign comparisons we are 
dealing with apples versus oranges. 

To begin with, as researchers Bust, Rue, and Westburg point out in their 1992 work, Why 
We Spend Too Much on Health Care, "Per-capita GDP in the U.S. is 39 percent higher than in 
Japan, 38 percent higher than in West Germany, and 49 percent higher than in Britain." And, 
they observe, regardless of national or cultural differences, "The higher a nation's income, the 
larger the share of personal income its citizens tend to spend on health care." 

There are many other factors that foil aggregate comparisons: 

* Our tort law system makes U.S. medical malpractice suits and insurance premiums the 
highest in the world. 

* Our much higher violent crime rate results in many more emergency room treatments, 
for which costs are high. 

* Higher levels of drug abuse in the U.S. dramatically inflate health costs. 

¢ The U.S. has a much greater load of AIDS patients. 

¢ There are national differences in gathering and recording health statistics. 

¢ The U.S. has a far higher investment for research, development, and deployment of 
advanced medical technology. 

The advocates of government controlled and provided medicine, however, cannot evade 


(c) 2000 American Opinion Publishing, Inc. -- Wwww.thenewamerican.com 


the most important comparison: The flow of international "medical traffic" -- of both physicians 
and patients -- among the nations most frequently cited runs overwhelmingly to the United 
States. In spite of the problems facing U.S. health care -- problems mostly attributable to 
government interference -- the quality of our health care is still the highest in the world. 

-- WILLIAM F. JASPER 


WORLD Should We Copy 
Canada? 

Advocates of nationalized health care for the United States once lauded Great Britain's 
socialist system as their favored prototype. But as the British system deteriorated to the point that 
its flaws could no longer be camouflaged, they switched to the relatively youthful Canadian 
model. The Canadian plan was instigated in 1957, but was not fully implemented until 1971. 
Residents of all ten provinces and two territories are covered by insurance administered in each 
by a single government agency. Virtually all medical services (except dentistry) are covered. The 
program is funded by general taxes and local fees, and Canadians may select the doctors of their 
choice. 

Benign Beginnings 

In the beginning, government strictures were relatively benign. Physicians were allowed 
to charge higher fees than those reimbursed by the government, extra billing was permitted, and 
all but one province allowed doctors to opt out of the scheme altogether if they desired. 

But as the demand for "free" medicine increased, and costs began to get out of hand, the 
1984 Canada Health Act required all provinces to adhere to certain basic federally imposed 
conditions, barred user fees and extra billing, and virtually outlawed private insurance by 
restricting its coverage to those services not covered by provincial health plans. The 1984 law 
also authorized provinces to operate under a 50-50 cost sharing arrangement with the federal 
government, but as costs have increased the federal share has withered until today it stands at 
about 35 percent. 

The attempt by some provincial governments to control health budgets by restricting 
doctors' fees produced a game of cat and mouse as physicians understandably sought to 
circumvent the fee caps. From 1972 to 1984, for instance, the provinces cut physicians' fees by 
18 percent, but doctors' total billing rose by 17 percent. In response, some provinces imposed 
even more draconian restrictions. Quebec, for instance, set limits on the total billings individual 
physicians could charge and manipulated the fee schedule to virtually assure that physicians 
would lose money on any "extra" service they provided. 

Since Canadian hospitals must operate under budgets fixed by government, treating 
additional patients does not generate additional revenue, but instead simply devours the budget. 
Attending to patients with costly illnesses consumes the budget even faster. As a result, explains 
Heritage Foundation analyst Edmund HaisImaier, "the administrator tends to avoid admitting 
many patients who are costly to treat ... but keeps recuperating patients, whose costs are lower 
and more predictable, in the hospital longer .... This is why hospital stays are longer in Canada 
and Britain than in the U.S. and why Canadian and British hospitals tend to have a higher 
proportion of older patients needing less acute care services." 

System Breakdown 

According to polls, most Canadians are happy with their system, but the average 
Canadian does not require significant specialized care. For those who do, there are often 
problems. In the attempt to control escalating costs resulting from excessive demand for "free' 
services, waiting lists have lengthened while technology has lagged. The Fraser Institute's 
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Morton Walker notes that while "controls can keep overall costs down, they do so only by 
reducing the availability of advanced diagnostic and treatment technology and by rationing care." 
The Institute reported this year that an estimated 177,297 Canadians were on waiting lists for 
surgery during 1992. In earlier reports, Institute researchers uncovered such examples as these: 

* In Newfoundland (population 570,000) there was a two-month wait for patients needing 
CAT scans (a sophisticated X-ray diagnostic procedure) with the province's one functioning 
device. 

* The shortage of laboratory testing facilities in Newfoundland in 1988 required women 
to wait for several months for pap smears (the delay for "urgent" pap smears was two months). 

* The waiting list for mammograms (to detect breast cancers) exceeded two months in 
Newfoundland; bone scans, one month or more; and myelograms (which assess pinched spinal 
nerves), three to four months. 

¢ The entire province of British Columbia (population three million) had fewer than 
one-half as many CAT scanners as neighboring Seattle, Washington (population 490,000). 

¢ There were more MRI machines (which use magnetism instead of X-rays for internal 
diagnostics) in Washington State (population 4.6 million) than in all of Canada (population 26 
million). 

To circumvent the lengthy (sometimes lethal) waiting lists, an increasing number of 
Canadians cross the border to the U.S. for prompt care. The Washington Times for March 1, 
1992 described the saga of Mrs. Joan Youell of Windsor, Ontario, who has had "seven or eight" 
operations since 1966, and who exclaimed, "I never had to pay anything." But when doctors told 
her in 1990 that she needed a double by-pass and heart valve replacement, they also said she 
would have to wait four to six months for the surgery. "I was frightened," she admits, so in 
January 1991 she "went to an American hospital and got surgery in a few days. Ontario paid the 
bill to the hospital in Michigan." The Times noted that "Mrs, Youell's experience is typical of 
how medicare works in Canada. Most of her illnesses have been treated promptly enough, but 
then she needed one of the special procedures that have long waiting lines." 

According to a recent study in the New England Journal of Medicine, nearly one-third 
of Canada's doctors sent patients outside the country for treatment during the last five years. 
When Quebec Premier Robert Bourassa needed treatment for potentially fatal skin cancer, he 
crossed into the U.S. and obtained treatment at his own expense at the National Cancer Institute 
in Bethesda, Maryland. And Heartbeat Windsor, a private group in Ontario, has arranged for 
hospitals in Detroit to provide cardiac surgery for hundreds of Ontario residents and accept the 
Ontario government insurance rate as payment in full. 

According to a June 1991 General Services Administration (GSA) report, "some U.S. 
hospitals have agreed to accept lower payment for services provided to patients from Ontario." 
The Ministry of Health "pays 75 percent of the U.S. hospital charges and the same fees it would 
have paid to physicians had the service been provided in Ontario. U.S. hospitals absorb the 
remaining hospital charges and are responsible for making up the difference between the fees 
paid to the physician by the Ministry and the fees normally charged by the physician." 

Canada's reliance on the U.S. for quality health care explains, in part, why the cost of 
health care in Canada is less than it is here. But is it really? In 1967, the U.S. and Canada spent 
virtually identical proportions of their gross national product (GNP) on health care (6.33 percent 
for the U.S. and 6.38 percent for Canada). Canada's national insurance system was implemented 
between 1968 and 1971. Since then, the U.S. share has swelled to around 14 percent of GNP 
while the Canadian allotment now hovers around ten percent. But as the Dallas-based National 
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Center for Policy Analysis (NCPA) has noted, Canada's GNP growth rate has nearly doubled that 
of the U.S. since 1967, and when health care is viewed alone, rather than in relation to the GNP, 
we find that before Canada adopted national health insurance it was spending about 75 percent of 
the U.S. total on health care, and it is still doing so today. Which means, the NCPA concludes, 
that "Canada has been no more successful than the United States in controlling health care 
spending." 

Unequal Access 

Canada has proclaimed equal access to health care as a national goal, but has fallen far 
short of meeting it. The NCPA has reported, for instance, that among Canadian provinces "the 
number of people per physician varies from a low of 471 in British Columbia to a high of 1,273 
in the Northwest Territories," and that while "there are 469 people per physician in Ontario on 
the average, there are more than four times that number in each of northern Ontario's rural 
counties." The discrepancies are even greater among age and minority classifications. The NCPA 
reports, for example, that an "80-year-old man in Vancouver is 524 times more likely to receive 
the services of an anesthesiologist than if he were living in the Sunshine Coast district 
(population 17,049)" and that a "small child with a skin rash is 22 times more likely to see a 
dermatologist if the child is living in Vancouver than in the East Kootenay district (population 
50,660)." A study of the Inuits (Eskimos) and Crees of northern Quebec found that both groups 
had much less access to health care than Caucasians in southern Quebec and other areas of 
Canada, despite their much greater health needs. And about 45 percent of the aboriginal people 
in Ontario live in the rural, northern part of the province, which is seriously underserved. 

*K * * 

Canada's health care system is increasingly plagued with the same defects that have 
become hallmarks of socialized medicine wherever it has been tried. We would do well to listen 
to Canadian Michael Walker's warning that when "Americans say they would prefer the 
Canadian system, their statement is based on little knowledge of how Canada's health care 
system actually works or the service level toward which it is tending. Americans tend to feel that 
the Canadian system can be introduced in the U.S. without reducing the world-admired quality 
and availability of American health care. It cannot." 

-- ROBERT W. LEE 


Shouldn't We Learn Something From Europe's Failures? 

In 1948 the National Health Service (NHS) was launched in Great Britain to provide 
comprehensive health services to all Britons, funded mostly by general tax revenues. It was 
promptly inundated by the staggering demand that inevitably accompanies government services 
perceived by recipients to be "free." First-year operating costs exceeded original estimates by 
tens of millions of dollars. By 1991, the "free" health care was sopping up $56 billion, nearly 
three times the figure of a decade earlier. 

According to official government figures reported last year, nearly one million Britons 
are on the waiting list for medical care at any given time. The average British doctor has over 
3,000 patients, compared to 500 or 600 for the average American physician, and NHS physicians 
average less than five minutes per patient. 

Britain's Unequal Health Treatment 

Labour Party leader Aneurin Bevan, who fathered the NHS, had declared that "everyone 
should be treated alike in the matter of medical care," and the British Medical Journal had 
predicted that the NHS would be "a 100 percent service for 100 percent of the population." But 
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as on British author George Orwell's Animal Farm, some patients have emerged more equal 
than others. An official task force study found in 1980 that there was little evidence of more 
equal access to health care in that year than when the NHS was launched. Indeed, the trend has 
been to spend least on services in areas which are most underserved. In 1987, for instance, the 
North East Thames region near London had 27 percent more doctors and dentists per person, 15 
percent more hospital beds, and 12 percent more total health spending than did the Trent region 
in the country's more rural northern part. The inequality was not due to differing needs, since 
northerners tend be less healthy than southerners. 

The elderly tend to lose most under collectivized health care, since lifesaving procedures 
are inevitably rationed to favor the young. One study revealed, for instance, that 35 percent of 
the kidney dialysis centers in Britain refused to treat patients over the age of 55, 45 percent 
refused to treat those over 65, and persons over 75 rarely received treatment at all. 

While the number of patients has roughly doubled since 1970, the number of NHS 
employees has quadrupled. Writing in the November 1990 issue of Private Practice, London 
correspondent Anthony Lejeune reported that the "Darford and Gravesham District has 150 
hospital doctors and 337 people on the management support staff." Moreover, "Between 1948 
and 1988, despite huge investments, the NHS lost 60,000 beds," yet during "the same period, the 
number of administrators increased by 70,000." 

In 1989, responding to growing public dissatisfaction, the British government began 
introducing market-based health care reforms. Private hospitals are now allowed to compete with 
government facilities for NHS funds. There is a growing market in private health insurance, with 
an increasing number of citizens willing to pay for coverage for private surgery, even though 
they are legally entitled to "free" surgery in government hospitals. Approximately 6.6 million 
Britons (11 percent of the population) are covered by private health insurance, while even more 
forego insurance and instead pay cash for operations in private hospitals rather than wait for 
NHS treatment. 

Germany's Krankenkasse 

Germany has avoided socialized medicine of the sort found in Great Britain. Its private 
insurance industry has been preserved and most persons are insured through employers, while 
others either have private insurance or are entitled to health care under such government 
programs as public assistance for the poor and war victim pensions and benefits. In 1991, 
approximately 8.5 percent of the country's GNP was spent on health care (up from 5.9 in 1970). 
The costs are paid by some 1,300 separate Krankenkasse (sickness funds) which compete for 
business by offering expensive perks such as visits to health spas every few years. 

Germany's health care system is heavily regulated by government and under its physician 
fee system doctors and dentists have had their fees reduced and must retire at age 68. According 
to government figures, Germany has the highest doctor density in the world, with a ratio of 25 
physicians per 10,000 inhabitants. Due to the ancient guild system, family physicians are barred 
from having contact with specialists or physicians who work in hospitals. A doctor who sees 
patients in his office is forbidden to see them once they are hospitalized, and is even precluded 
(under anti-trust laws) from recommending a specialist to a patient. 

Hospitals are paid a fixed daily rate for each patient, whether the malady be sniffles or a 
heart attack, so have an incentive to recover the expense of treating costly cases by keeping 
patients hospitalized longer than necessary. That policy is being modified, however, and by 1996 
hospitals are to be paid based on services performed, not the amount of time patients spend there. 

Prescription drugs cost the German government about $12.6 billion annually. In 1991, 
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price controls were imposed on 35 percent of all medications, and more than one-half of all 
drugs will be under price controls by next year. 
Health Care in France 

Health care in France is provided by a government-ran system largely funded by social 
security "contributions." Most hospital visits are covered, patients may select their own doctors, 
and physicians in private practice are allowed to charge fees in addition to those received from 
the government. The daily rates charged by private hospitals are fixed and unrelated to the type 
and number of procedures and tests which a patient receives. Due to spending controls, hospitals 
are having difficulty maintaining their facilities and acquiring up-to-date medical equipment. 

Between 1975 and 1989, U.S. firms developed 30 of the 66 top drugs induced into the 
marketplace, while French companies formulated just three. The difference has been attributed to 
the price controls that plague French drug makers. In Fifteen Years of Results of 
Pharmaceutical Research in the World (1975-1989), P.E. Barral asserts that "the calibre of 
pharmaceutical research is seen as having deteriorated, because severe price control has 
encouraged French companies to give priority to small therapeutic improvements which are 
useful in price negotiations. Such systems tend to stifle originality and induce risk aversion." At 
the same time, drugs accounted for 16.7 percent of French health expenditures, nearly twice the 
U.S. level of 8.3 percent. 

* * *K 

In one country after another, attempts by government to impose and regulate health care 
systems have proved wasteful and costly and have been characterized by deteriorating quality, 
rationing, and waiting lines. As a 1991 report by the Dallas-based National Center for Policy 
Analysis concluded, after analyzing many of the common myths about national health insurance, 
the "lesson from other countries is that America would not he well-served by an expansion of 
government bureaucracy or by greater governmental control over the U.S. health care system. 
Instead, what is needed is to limit the role of government and allow the private sector to solve 
our health care problems." 


--R.W.L. 


ROBERT W. LEE 


Those who would have the government solve our nation's health care quandary ignore the 
fact that government itself is the root of the problem. As in so many other areas (education, 
welfare, crime, etc.), federal policies have created the very chaos that, we are told, can only be 
rectified by more government intervention, regulation, and expense. 

The oft-heard claim that our system of health care has broken down due to flaws in the 
free market is ludicrous. To the contrary, health care may well be the most rigorously regulated 
industry in American history. In his important book, What Has Government Done to Our 
Health Care?, Terree P. Wasley notes that a "look at the history of health insurance in the 
United States reveals not the competitive marketplace that most believe exists but an industry 
filled with anti-competitive efforts of medical societies and hospitals to suppress alternatives, 
guarantee their own income, and use government intervention to further their own objectives." 
Jarret B. Wollstein, writing in the October 1992 issue of The Freeman, asserts that "America 
does not have a free market in health care, and in fact has not had one for 50 years. What we 
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have had is a half century of mounting government encroachment upon medical freedom, leading 
to more and more health care problems." 

And a June 1991 report by the Dallas-based National Center for Policy Analysis (NCPA) 
confirms that, far from being competitive, the U.S. medical marketplace is "a regulated, 
bureaucratized, institutionalized market, replete with perverse incentives for all who participate 
in it," which "has been shaped and molded by unwise government policies..." NCPA president 
John Goodman explains that such policies "are the chief cause of rising health care costs for 
three reasons: federal tax law encourages wasteful spending in the private sector; the design of 
federal health programs causes wasteful spending in the public sector; and direct federal 
spending keeps upward pressure on health care costs." Thanks largely to this 
government-fostered "upward pressure," the U.S. now spends more on health care than any other 
country in the world, both in terms of dollars per person ($2,051 in 1992) and as a percentage of 
gross national product (14 percent). 

Bidding Up the Price 

It would be hard to exaggerate the extent of direct government involvement in health 
care, let alone its indirect involvement. Federal and state government expenditures on health care 
directly account for 42 cents of every health care dollar. But when tax subsidies for health 
insurance are included, the federal/state share of total health care expenditures jumps to 53 cents 
of every dollar -- more than half the total. This massive infusion of government dollars has 
helped to increase the demand for health care and to bid up prices. 

But the federal government has also bid up prices through tax policies that encourage an 
employer-provided, third-party insurance system. In 1992, the average working-age family spent 
$8,821 on health care, an awesome burden largely disguised because out-of-pocket expenses 
($1,715) and insurance premiums ($574) account for only one-fourth of the total. The remaining 
$6,532 was hidden in taxes and reduced wages (most economists view the "fringe benefit" of 
tax-free, employer-based health insurance as a substitute for higher wages). Thus, with the costs 
largely hidden, much of the incentive on the part of the employee for holding down prices is lost. 

Ironically, government wage and price controls imposed during World War II produced many 
of the detrimental policies that today are cited as justification for even more oppressive controls. 
During the war, wages and prices were frozen by federal edict, yet income tax collections 
swelled to support the war effort. Terree Wasley recalls that the IRS "ruled that the purchase of 
health insurance for workers was a legitimate cost of doing business and could be deducted from 
taxable business income. The IRS also ruled that workers did not have to include the value of 
health insurance benefits in calculating their taxable income. These IRS rulings were a giant tax 
incentive for both employers and taxpayers, and they did much to institutionalize 
employer-provided health care as part of the system." 

Power of Taxation 

The price controls were removed after the war, but the tax incentives for 
employer-provided health insurance remained. Under current tax laws, when a physician's fee or 
hospital's charge is paid by an employer (or an employer's insurance carrier), it is paid with 
pre-tax dollars. Expenses paid out-of-pocket by employees, however, must be paid with after-tax 
dollars. Because wages are taxed and health insurance benefits are not, health insurance can be 
more valuable to employees than additional wages. 

The NCPA calculates that for an employee in the 15 percent tax bracket (and facing the 
usual array of state and federal taxes, "federal law makes $1.44 of health insurance benefits 
equivalent to a dollar of take-home pay -- because $1.44 in gross wages will be reduced by 44 
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cents in taxes." For an employee in the 28 percent bracket, $1.76 of health insurance benefits is 
equivalent to a dollar of take-home pay. And for a higher-paid employee, "$1.97 of health 
insurance benefits is equivalent to a dollar of take-home pay." 

Little wonder, then, that employees generally prefer lucrative health insurance coverage 
to salary increases. And little wonder that our health care system is bogging down under the 
stress of an arrangement whereby about 95 percent of hospital bills, and more than 80 percent of 
physicians' fees, are paid by private and government third-party payers. 

Problem of Third Parties 

On average, the NCPA asserts, "every time a patient spends a dollar in the medical 
marketplace, 76 cents is paid by someone else," creating a false aura that the care received is 
largely "free." This growing reliance of Americans on government and private insurance to pay 
medical bills has largely destroyed the incentive for consumers to monitor and control health 
care costs. When resources are perceived as "free," there is virtually no limit to the demand for 
them. And when insurance deductibles are low or nonexistent, so that even the most nominal 
expenses are covered, costs inevitably skyrocket. 

Dr. Edward Annis, former president of the American Medical Association (AMA), 
reflects in his important new book, Code Blue: Health Care in Crisis: "Suppose this system 
were applied to homeowners insurance. I can just hear myself the next time my wife asks me to 
fix a leaky faucet: 'Call the plumber, darling, we're insured!" If insurance covered footwear, shoes 
would become so expensive government would have to ration them." Terree Wasley further 
explains that insurance covering "small medical bills has proven to be the most wasteful, as it 
usually costs an insurance company more than $50 to administer and monitor a claim for a $50 
fee, thereby effectively doubling the cost of health care." 

The employer-based health care system encouraged by present tax law has also made it 
difficult for some Americans to obtain health care insurance, since buying insurance directly 
means using after-tax dollars. Moreover, state mandates have inflated insurance costs to the point 
that millions of persons who could otherwise afford coverage have been priced out of the market. 
Such laws compel indemnity for everything from hairpieces and sperm-bank deposits to pastoral 
counseling and the treatment of mental illness and substance abuse. It is estimated that the added 
expense of such mandates forces one-fourth of the uninsured to remain that way. Federal policy, 
which could exempt individuals, families, and small businesses from the onerous burden of 
mandated benefits, instead allows large companies that self-insure to escape the mandates (as 
well as other costs), leaving those who are most vulnerable to fend for themselves.* Although it 
is certainly a problem, the number of uninsured has been greatly exaggerated. For more 
information, see page 11. 


* 


Pressure from those left out of the employer-provided health insurance circle has served to 
justify an expansion of government health programs, such as those of the Public Health Service, 
the Indian Health Service, the armed services, and the Department of Veterans Affairs (DVA). 
These government-run health care programs provide at least a clue of what we might expect 
should the entire U.S. health system be fully socialized. 

Wasley notes, for instance, that the problems plaguing the DVA, and its separate system 
of hospitals, are similar to those of Great Britain -- namely, "chronic misallocation of resources 
and poor-quality patient care." For more than six decades, the DVA and its predecessors have 
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been responsible for the health of millions of disabled and discharged military personnel. With 
an annual budget exceeding $30 billion, the DVA runs America's largest single health system, 
comprised of some 172 hospitals, 233 outpatient clinics, and 122 nursing homes. Investigations 
have revealed dreadful conditions at many DVA facilities, from long waiting periods for surgery 
and antiquated equipment, to grubby hospitals and incompetent staff. 

On January 15, 1992, CBS News reported that Walter Reed Army/Navy Medical 
Hospital was refusing to provide some amputees returning from the Gulf War with artificial 
limbs, while others were being given shoddy prosthetics fabricated with antiquated technology. 
Further, the hospital was refusing to accept donations of modern limbs for the veterans. When 
asked why, a Medical Services colonel arrogantly asserted: "We disapprove it because we are the 
primary health care providers and we believe that we provide the best total care to the patient. 
And the patients belong to us." 

Medicare And Medicaid 

With the advent of Medicare (which provides health insurance for approximately 30 
million elderly and disabled Americans) and Medicaid (the state-administered program which 
pays for acute and long-term care for the eligible poor), the federal government became the 
nation's largest single purchaser of health care. In 1990, just these two programs accounted for 
28 percent of the nation's total health expenditures. Since 1967 (the first full year of spending 
under the programs), costs have soared from less than $5 billion to over $160 billion (in 1990). 
In most states, Medicaid is the greatest expense after education, and the Washington-based 
Heritage Foundation projects that if "current trends continue, state Medicaid expenses will have 
increased more than 480 percent by the year 2000." The federal government foots, on average, 
about 60 percent of the Medicaid tab. 

The promises-versus-performance record of Medicare serves as a useful litmus for the 
believability of claims made by the advocates of national health care today. In the beginning, the 
House Ways and Means Committee estimated that the Medicare program would cost about $12 
billion by 1990. That year's actual bill was $107 billion, and the Congressional Budget Office 
estimates that it will rocket to $223 billion by 1997. In 1965, there were 15 workers per 
Medicare beneficiary. Now, four workers support each Medicare recipient. Government 
actuaries initially projected that it would cost $155 for a day's stay in the hospital by 1985 and 
that the hospital-insurance part of Medicare would cost $9 billion by 1990. But by 1985, the 
average one-day hospital charge was over $600 and by 1990 the hospital-insurance part of the 
program cost $63 billion. 

In 1965, Medicare's advocates claimed that the initial tax rate of one percent of income 
after 1967 would fund the program for a quarter-century, with only slight upward adjustments in 
the taxable income base (which began at $6,600 but reached $125,000 in the wake of the 1990 
budget deal). By the early 1970s, the program's hospital-insurance component was underfunded 
by about 50 percent, so in 1972 the first of several payroll tax rate and wage-base hikes was 
levied. According to optimistic assumptions, the Medicare payroll tax will have to nearly double 
(to 4.38 percent) shortly after the turn of the century to keep the program solvent, while 
pessimistic projections forecast a tax of 13.79 percent. In years past, the pessimists have clearly 
prevailed. 

Medicare's other half, Part B Supplemental Medical Insurance, has been plagued with 
similar woes. As initially crafted, it was to receive one-half of its revenue from insurance 
premiums paid by beneficiaries, and the other half from federal matching funds from the general 
treasury. But as costs swelled, increases in the monthly insurance premium (from $3 to $36.60) 
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failed to keep pace. Today, the Treasury provides $3.00 for every $1.00 in premiums (even as 
congressional leftists continue to describe the program as "self-supporting"). 

Writing in the January 1993 issue of Reason, Steven Hayward and Erik Peterson recall 
that original projections of the level of demand were quickly abandoned as the actual demand for 
supposedly gratis Medicare services soared. The "original 1965 cost projections allowed for a 
10-percent increase in hospital-admission rates among the elderly, but in fact hospital-admission 
rates among the Medicare-eligible rose immediately by 25 percent, the rates for surgical 
procedures by 40 percent, and the number of hospital days by 50 percent." 

A Faustian Deal 

And then there is the extent to which the Medicare and Medicaid systems, themselves 
replete with provisions that amount to theft (such as arbitrary fee caps and the requirement that 
doctors and suppliers of medical equipment file all Medicare insurance claims at no charge), 
encourage physicians to trim their own ethical sails. Many doctors opposed Medicare, for 
instance, until they realized how it could be exploited financially. It is not mere coincidence that 
the hostile criticism of doctors and hospitals by Americans (which was virtually unknown prior 
to World War II) has grown in tandem with federal intervention into medicine. 

Perhaps the most candid commentary on this problem is a column distributed by the New 
York Times News Service in January 1988. Written by Dr. Marcel J. Sislowitz, a Manhattan 
surgeon, it describes how doctors (including himself) converted Medicare into a gravy train. 
Here are pertinent excerpts: 

When Medicare was first introduced, there was a hue and cry from the medical 

profession about "socialized medicine." However, when it was quickly discovered 

that the system paid rather well (much better, in fact, than many patients ever 

could), especially for surgical procedures, most of the objections abated rather 

quickly. 

Certain practitioners, mostly surgeons, who astutely vetted the system 

early on, turned it into a virtual money machine. They quickly came to appreciate 

that when a third party (the government) pays the bill, the first two parties need 

not be concerned about costs. 

Because of the so-called profile system introduced at the time, physicians 
found that their payments were based on the patterns of their past billing records; 
Bill big and collect big. Mildly put, the system encouraged overbilling .... 

During the early, fat years, physicians made capital outlays for 

construction and equipment, anticipating relatively unfettered growth of the 

medical payment system. No voices urging restraint were heard from any of the 

major medical societies. 

Dr. Sislowitz concluded: "We doctors made a Faustian deal, by hopping on the gravy 
train or remaining silent while our more inventive colleagues worked the system for all it was 
worth. Now the payoff is the loss of our profession as we once knew it." 

One reason for the runaway spending of both Medicare and Medicaid was the 
government-instigated payment system under which they operated. Hospitals were paid on a 
"cost plus" basis under which the government paid the cost of treating a patient, plus a fixed 
amount or percentage. Doctors were paid whatever they charged for treating Medicare or 
Medicaid patients, as long as their fees were comparable to what they charged other patients, and 
to what other doctors in their area charged for the same services. This open-ended 
reimbursement policy made it in a doctor's self-interest to make his costs as high as possible, 


(c) 2000 American Opinion Publishing, Inc. -- Wwww.thenewamerican.com 


since the more costs he incurred the more money he was able to make. In addition, government 
subsidies via Medicare, Medicaid, and other programs encouraged beneficiaries to take full 
advantage of the subsidized care. No wonder costs went through the roof! Yet the growth in 
medical costs that the government has helped to foster is being used as a pretext for more 
government control. 

Cost Containment 

One of the governmental solutions being offered to combat the rising cost of health care 
is to control the price. Never mind that price controls on health care, as on anything else, lead 
first to shortages and then to rationing! Although the federal government has not fully imposed 
these controls, it has already taken steps in that direction, with futile results. 

One such step, the Professional Standards Review Organizations (PSRO), was created by 
an obscure provision of the Social Security Amendments Act of 1972. The legislation, which 
went into effect in 1974, authorized the old Department of Health, Education and Welfare to 
create both a national board and a series of regional boards to review the professional activity of 
doctors and hospitals that treat patients under the Medicare or Medicaid programs and to compel 
them to standardize their procedures, treatments, and prescriptions according to federal edicts. 
These boards were given the power, for instance, to overrule a doctor's professional decision; 
they could order him to cancel an operation he had decided to perform, change the medicines he 
had prescribed, or hospitalize (or not hospitalize) a patient. They could even penalize a doctor by 
denying payment for service rendered (or by recovering payments if already made). Fines and 
other sanctions were authorized for doctors refusing to cooperate. 

The program's stated purpose was to reduce Medicare/Medicaid costs by eliminating 
services that PSRO examiners deemed not to be "medically necessary." Predictably, however, 
medical costs continued to rocket upward in its wake while the nation was dragged further 
toward socialized medicine. 

One of the most significant provisions of the PSRO legislation was that which authorized 
examiners to arbitrarily search through a doctor's files and records, including the traditionally 
privileged and confidential patient medical records. This provision set a nasty precedent. In Utah, 
for instance, the records of some 2,000 psychiatric patients were seized by state Medicaid fraud 
investigators in 1989. Some of the persons involved were private patients of the psychiatrist and 
were not even receiving Medicaid assistance. When a class action suit was filed to have the 
records returned, on grounds that the seizure represented an unconstitutional invasion of privacy, 
an unconvinced U.S. magistrate countered that "it has been recognized that a substantial state 
interest may justify intrusion or limit constitutional respect for a privacy interest." 

Prospective Payment System 

But the most "effective" attempt at cost containment was the Prospective Payment 
System (PPS), which was launched in 1983 to pay hospitals according to a fixed schedule of fees 
based on the classification of each patient's illness into one of nearly 500 diagnosis-related 
groups (DRGs). Steven Hayward and Erik Peterson explain that if, for example, "the average 
gall-bladder surgery costs $10,000 and requires four days of hospitalization, that is what the 
government will pay the hospital for a Medicare patient, regardless of how long that particular 
patient may need to stay." The policy succeeded in bringing Medicare's hospital-insurance 
program to a single-digit growth rate for the first (and only) time in its history, but hospitals 
"have adapted to the system by qualifying patients for more tests and procedures, by shifting 
patients to different DRG designations that carry a higher reimbursement rate, and especially by 
shifting patients from hospital to outpatient settings, which shifts the costs to the 
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supplemental-insurance program." 

From 1984 to 1986, the fees physicians collected through the Medicare program were 
frozen, but the costs of that program continued to rise as doctors adapted by increasing volume. 
Then in 1989, Congress enacted the draconian Resource-Based Relative Value Scale (RBRVS), 
which is being phased in over the 1992-96 time period. The RBRVS couples controls on the 
volume of Medicare services a physician may render with a limit on what a doctor can charge a 
patient over and above the Medicare-approved fee. This new law is based on a complex 
calculation of some 7,000 medical treatments based on the value of a doctor's worth. Described 
at its inception by the National Journal as "the most sweeping regulatory scheme since the 
government-imposed wage and price controls in the early 1970s," the RBRVS, in the words of 
the late economics columnist Warren Brookes "apes the wholly discredited 'labor theory of 
value,' once espoused by socialists, which ignores supply and demand forces in the market and 
attempts to set prices by how much labor and skill are involved." In a free country, the market 
decides the value of labor, but now we find the government attempting to do so. 

As an indication of how the RBRVS scheme is working, planners at the Health Care 
Financing Administration (HCFA), the agency that runs Medicare, continually miscalculate the 
value of services. In one instance, HCFA determined that 50 minutes worth of psychotherapy 
was equivalent to draining a finger abscess. And Edmund Haislmaier reports that "when total 
reimbursements are adjusted for differences in the number of hours worked by doctors in 
different specialties, dermatologists will be paid an effective hourly rate 15 percent higher than 
that for neurosurgeons." 

Distortions and Misallocations 

Former AMA president Dr. Edward Annis notes in Code Blue that government's 
ham-handed attempts to bring rising costs under control have "caused distortions and 
misallocations in the medical marketplace, which in turn caused prices to rise even faster." He 
also notes that the outrageous costs that just the administrative burden of the Medicare program 
imposes on health care is today "greater than all the doctors' fees combined." 

According to the National Center for Policy Analysis, "increased government spending 
has mainly increased prices rather than services." Even the HCFA acknowledges that every extra 
dollar spent on health care buys 65 cents in increased prices and only 35 cents in real services, 
which is largely attributable to the staggering administrative and paperwork burden to which Dr. 
Annis alludes. 


Government policy also works in subtle ways to create scapegoats that are blamed out of all 
proportion for their actual contribution to soaring health costs. Perhaps the most glaring example 
during the present national debate has been outpatient prescription drugs. Medicare does not 
cover most outpatient pharmaceuticals, and most employer-sponsored insurance plans either do 
not cover them or only cover a fraction of their cost. As a result, Americans must pay more for 
prescription drugs out-of-pocket, so are easily misled into believing that increasing prescription 
drug prices are a major cause of the escalating costs of health care. Yet prescription drugs 
account for only 8.3 percent of total U.S. health spending. Indeed, in 1991 the U.S. percentage 
was third lowest among 23 developed nations, and at least eight of those nations (Belgium, 
France, Germany, Greece, Italy, Japan, Portugal, and Spain) spent more than twice the U.S. 
figure. The annual average U.S. per capita expenditure for drugs was $182, significantly less 
than the $218 average for the 21 industrialized nations for which data are available. 

Why, then, do drugs get such a bad rap? On average, about 63 cents of every government 
dollar is spent on hospital care, but only 19 cents on pharmaceuticals. In contrast, only 4.5 cents 
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of every dollar spent out-of-pocket by patients goes to hospitals, while 68 cents goes to drugs. In 
a report released in March of this year, the Heritage Foundation's Edmund Haislmaier explains 
that "the key political fact is that Americans pay for most prescription drugs out-of-pocket. Thus 
drug treatment for an ailment may be far less expensive than surgery, but cost much more as far 
as the patient is concerned. For example, it may cost a patient $500 a year in drugs to treat an 
ulcer, while ulcer surgery can cost $7,000 or more (with far more risk to the patient). Similarly, a 
$1,000 a year drug treatment for heart disease compares quite favorably to the alternative of 
$30,000 or more for heart surgery." The problem, Haislmaier points out, is that the bizarre 
federal financing system gives the patient a choice "between paying a great deal out-of-pocket 
with after-tax dollars for a drug therapy, or paying very little directly for much more expensive 
surgery covered by their tax-free employer-provided insurance or a government program. Thus, 
while patients may still choose the drug treatment because it is more effective or less risky, they 
are likely to complain loudly about its high cost (to them, directly) and blame the drug 
manufacturer for rising health care costs, when in fact the opposite is the case." 

High Price of Drugs 

It is, of course, true that from 1982 to 1992 prescription drug prices rocketed 138 percent, 
or nearly three times the general rate of inflation. But again, the underlying cause, as pointed out 
by Chris Warden in the May 1993 issue of Private Practice, is the "extensive network of federal 
and state regulation of prescription drugs." 

Consider, for instance, the impact of the regulations of the Food and Drug Administration 
on the drug patent process. Warden, who is a contributing editor for Consumers’ Research, 
recalls that in 1963, before legislation requiring that new drugs be deemed effective as well as 
safe was fully implemented, "the cost and time to bring a new drug to market were about $29 
million and 2.5 years, respectively." But by 1990, "the drug-approval process cost $231 million 
and took an average of 12 years...." Today the FDA "takes an average of 2.5 years to review a 
company's 9.5 years of studies." Since patents are granted for 17 years, this expensive, 
snail's-pace process severely reduces the marketing time for patented drugs. A "pharmaceutical 
company typically has only five years to market the drug exclusively," so drug companies must 
"attempt to recoup their costs as quickly as possible." And that in turn means higher prices to 
consumers. Yet, Mr. Clinton has the audacity to blame rising drug costs, not on government, but 
on the drug industry. 

Dr. Robert Higgs, professor of economics at Washington State University, contends that 
the FDA has, on balance, proved detrimental to the health of the American people. "Analysts 
who have studied the net effect of the FDA's regulations," he asserts in the July/August 1993 
issue of The Free Market newsletter, "have concluded that, by keeping new medical goods off 
the market for extended periods, the agency has caused tens of thousands of avoidable deaths -no 
one knows the complete toll -- while saving at most a much smaller number of lives." 
Throughout this century, as the power of the FDA has grown, "consumers have been stripped of 
the right to make their own decisions about the use of medical goods." The clear trend has been 
the "concentration of power in the hands of the bureaucrats. They and they alone, decide which 
risks may be taken in the market for medical goods." Although "individuals differ widely in their 
medical condition and their willingness to bear risk, the FDA makes one decision applicable to 
all. This system is central planning with a vengeance." Dr. Higgs contends, "Giving government 
the power to control the market for medical goods has been a bargain with the Devil, and so long 
as the FDA continues to exercise its malignant power, the deadly toll will continue to mount." 

Unneeded Deaths 


(c) 2000 American Opinion Publishing, Inc. -- Wwww.thenewamerican.com 


Writing in the April 1993 issue of Reason, Durk Pearson and Sandy Shaw describe some 
of the ways in which the FDA is causing unneeded deaths by censoring information about legal 
products, including foods, nutrients, prescription drugs, over-the-counter drugs, and medical 
devices. "Instead of disseminating important health information, the agency actively suppresses 
it, causing hundreds of thousands of premature deaths every year." 

For instance, folic acid has been shown to reduce the risk of such neural-tube defects as 
spina bifida, but the FDA does not permit labels bearing this claim to appear on foods or nutrient 
supplements; any folic-acid supplements so labeled are seized. 

Also, reams of scientific data have demonstrated that such antioxidant nutrients as 
vitamins C, E, and beta carotene help prevent sundry diseases, including cardiovascular 
problems and cancer. But as Pearson and Shaw explain, the "FDA permits no health claims for 
vitamin C other than prevention of scurvy. Indeed, with few exceptions, the agency considers 
any health claims for nutrients to be mislabeling, justifying seizure of the product." As a result, 
the FDA is "obstructing a major means of controlling health-care costs: reducing the incidence of 
costly medical conditions, especially cardiovascular disease and cancer, through the use of 
preventive measures such as taking low-dose aspirin or antioxidant vitamins." 

Then there is the FDA's suppression of information about an important health benefit of 
aspirin. For many years prior to 1988, medical research had indicated that aspirin could cut the 
rate of recurrence in patients who had already suffered heart attacks. In January 1988, the results 
of a major study revealed that aspirin could have a similar effect in healthy men. The five-year 
study was conducted by a Harvard University team and published in the New England Journal 
of Medicine. Team leader Dr. Charles H. Hennekens calculated the overall reduction in risk of 
heart attack at 47 percent. 

In the wake of the findings, aspirin manufacturers began telling the public that aspirin 
was recommended to prevent heart attacks. But on February 24, 1988, the Food and Drug 
Administration intervened to warn manufacturers vot to tell the public of aspirin's beneficial 
effects. FDA Commissioner Frank Young declared that even more study was required before the 
FDA, in its wisdom, could validate the claim. He did not comment on the number of persons 
likely to die needlessly due to the ban on information about aspirin's potential value in heading 
off heart attacks. Three years later, the New England Journal of Medicine published a Dutch 
study that found that just one-tenth of an aspirin tablet daily was enough to prevent heart attacks 
and strokes, and in fact led to slightly fewer heart attack fatalities. 

Nobel laureate Milton Friedman once observed that the "FDA has already done enormous 
harm to the health of the American public by greatly increasing the costs of pharmaceutical 
research, thereby reducing the supply of new and effective drugs, and by delaying the approval 
of such drugs as survive the tortuous FDA process. Any increase in the FDA's authority over 
anything is a clear and present danger to the nation's health." Friedman could not have been more 
accurate in his assessment. 

Prior to Medicare, physicians spent one-fifth of their time caring for the poor. Today, one-fifth 
of their time is spent on regulatory paperwork that averages ten pages per patient. Many 
physicians have expressed concern about the eroding doctor-patient relationship in recent 
decades. The increase in government paperwork and bureaucracy has significantly decreased the 
time physicians can spend with patients. 

The August 5, 1993 issue of The New England Journal of Medicine reported that paper 
pushing and other administrative duties were sopping up nearly 25 cents of every $1 spent at 
hospitals, and that hospital costs have climbed even as the number of patients has decreased. In 
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1968, U.S. hospitals employed 435,000 managers and clerks and had 1.3 million patients, while 
in 1990 there were 1.2 million managers and clerks and 853,000 patients. 

A 1989 study by the AMA revealed that physicians' office staffs spent an average of 46.7 
hours per month processing Medicare claims. Doctors estimated that it took nearly one hour of 
staff time for each claim submitted, and that the typical physician personally spends 4.6 hours 
per month on administrative work related to Medicare claims. 

In describing what government has done to our health care, Terree Wasley cites the plight 
of Sequoia Hospital, a 430-bed, non-profit general facility in San Francisco. Although "the 
number of patients at Sequoia is the same as it was in 1966, the staff is about 75 percent larger 
than it was then. To comply with the regulations and government directives requires a staff of 
140 full-time employees." Dr. Sidney Marchasin, vice president of the hospital's board, asserts 
that the "best way to start solving the health-care cost crisis is to suggest that many of the 
government's regulators resign en masse, and then accept these resignations so fast they don't 
even have time to hit the table. The patients would not lose much of value. And I would surmise 
that people would be much happier knowing their taxes were being spent on older people's 
medical needs rather than on a massive government bureaucracy." 

ADA and OSHA 

Many other government programs have an indirect impact on health care costs. For 
example, the American Hospital Association estimates that its members will be spending $20 
billion to bring hospitals into compliance with the Americans with Disabilities Act (ADA), 
thereby adding to the cost of health care and generating additional pressure for socialized 
medicine. 

And then there are the regulations imposed on health care providers by the Occupational 
Safety and Health Administration (OSHA), which add significantly to the price of medical 
services. For instance, OSHA's blood-borne pathogen standard implemented in July of last year 
will add, according to some estimates, about $10 to the bill for a regular dental cleaning, and $15 
to $17 to the price of a typical cavity filling. According to New Jersey's Morris County Daily 
Record for August 2, 1992, some "surgeons reported that OSHA compliance costs have caused 
them to rethink the range of procedures they are willing to conduct in their offices, forcing 
patients to pay for a hospital visit for even the simplest of operations, like stitching a wound." 
Needless to say, "such a move can more than double the cost of any medical procedure." 

And so it goes, as the federal government, both directly and indirectly, runs up the cost of 
health care, then offers to "solve" the problem by imposing even more government. 

* *K * 


Economics columnist Warren Brookes once observed that "Congress has deliberately 
created a ‘health care crisis' to force us to beg for a government health care monopoly." We have 
barely skimmed the surface of the massive record documenting that contention. Rather than add 
more socialist barnacles to our health care system, as proposed by the Clinton Administration 
(and, more subtly, by some Republicans), it is imperative that we begin scraping off the socialist 
barnacles that already exist. As analyst Terree Wasley asserts, the "crazy quilt of health care 
programs created by both the federal and state governments has virtually destroyed the American 
people's access to reasonable and efficient health care. Only the elimination of government 
interference -- that is, creating a free market in health care -- will end the move toward 
nationalization. Only a free market will break the spiral of ever-increasing medical costs." 


PREVENTIVE CARE The War on 
Vitamins 
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To hear Mr. Clinton tell it, we must reduce the cost of medical care but make it available 
to the 37 million Americans who, according to the President, have no health insurance. After it 
sinks in that no health insurance is hardly the same thing as no health care, that taxpayers are 
coughing up $65 billion annually for Medicaid, and that no one (the poor, unemployed, disabled, 
or uninsured) is being denied medical care in this country, we can turn our attention to the truly 
scandalous issue of cost. 

It does not take much grey matter to understand that when we pass laws (Medicare and 
Medicaid) stating that government will pay for the health care of millions of people, those people 
will demand the care. In fact, since price is no longer an object, there will be no limit to the 
demand. As demand and mountains of government-required paper work (estimated at 25 percent 
of hospital costs) escalate, so do costs. Eventually medical care is so outrageously expensive that 
the cry goes up for government to "do something"! 

Washington, always happy to oblige, is now about to rescue us from the costs of its own 
folly by giving us much more of the same -- that is, controlling the health care of all of us instead 
of just some of us. But the only cost-cutting that politicians are headed for are price controls and 
rationing. 

There is another way, even within the present socialist context. It will not cost taxpayers 
a penny. It will not require a new layer of bureaucrats. It will retain at least one little corner of 
freedom of choice. The most promising way to cut costs in the impending medical disaster is 
through the preservation of the freedom to pursue our own approach to health through dietary 
supplements available on the open market. 

For decades, however, the Food and Drug Administration (FDA), the American Medical 
Association, and the pharmaceutical industry have been trying to destroy the present free market 
in nutritional supplements by classifying them as drugs, controlling their health claims, and 
making them available by prescription only. Each time they have been beaten back by public 
rage. But they now appear close to success in at least one of these goals by controlling the health 
claims of foods, of which supplements are a category. 

In the Beginning 

The persistent war to regulate the vitamin industry is in fact an extension of a broader war 
(won long ago) to regulate the drug industry. It all began in 1906. Congress passed the Pure Food 
and Drug Act to outlaw false statements about ingredients in drags and foods. The burden of 
proof was on the government. 

Since the nature of government never changes, this simple law was all that was needed to 
start a step-by-step process toward today's ultimate objective of denying us our right to be in 
charge of our own health care. The legendary explosion of FDA power and scope during the past 
50 years provides a classic example of what happens when constitutional bounds are abandoned 
by Congress. Total drug control came in 1962 when Senator Estes Kefauver (D-KY) waged a 
publicity-seeking war against the pharmaceutical companies that ended in adding FDA approval 
of drug efficacy as well as safety. Analysts agree that this single market intervention resulting in 
costs of hundreds of thousands of dollars per drug (sustainable by only the largest companies) for 
years of testing and red tape has kept enough drugs off the market to account for hundreds of 
thousands of deaths, or maybe more, since we will never know what therapies were prevented 
from coming into existence. 

As this headlong rush for federal control of foods, drugs, and cosmetics was going 
forward, nutritional supplements escaped the congressional/FDA net for the simple reason that 
there was not enough money involved. Although the first vitamin was isolated in 1911, consumer 
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awareness of health benefits did not get off the ground until much later, when nutritionists such 
as Adelle Davis popularized the scientific data, already copious even at that date. With the 
creation of demand, the supplement industry blossomed; both manufacturers and consumers 
enjoyed an unhindered, competitive, open market. 

By 1966, however, the supplement industry, with millions of customers (estimated today 
at over 100 million in the U.S.), had become an alarming success. At the "suggestion" of the 
American Medical Association, the first shocking regulatory proposal for supplements was 
published by the FDA in the Federal Register, a back-handed way of making law if not 
challenged within 90 days. The basic FDA proposition was that an abundant supply of nutrients 
exists in foods; therefore, supplements are unnecessary. Since this implied a governmental duty 
to protect the public from believing otherwise, the FDA proposed to ban all nutritional health 
claims, statements about dietary deficiencies, and even scientific statements about soil 
deficiencies in which foods are grown. All supplements in potencies exceeding 150 percent of 
the FDA's Recommended Daily Allowance (pitifully low) would be defined as drugs and subject 
to the same controls (proof of efficacy and prescription only). 

Thus, right from the start, the FDA made no bones about its objectives, from which it has 
never wavered. But by 1966, the supplement industry had the wherewithal to strike back; health 
groups of incensed consumers sprang up all over the country and joined the fight. During the 
next ten years, various court challenges forced the cancellation of these arrogant, false and 
unconstitutional proposals. In 1976 the Proxmire Amendment temporarily stayed the hand of the 
FDA by ruling that supplements cannot be classified as drugs due to potency. 

Mandatory Labeling 

Thus things stood until the Nutrition Labeling and Education Act of 1990 was signed into 
law by George Bush in early 1991. In this Big Brother act, Congress charged the FDA with the 
improper power of making standardized nutrition labeling mandatory for all foods (now costing 
consumers several billions of dollars whether they want to know about nutrition or not) and 
developing "guidelines" for food health claims. By implication, these mandates included dietary 
supplements. Since the "guidelines" were certain to turn out to mean FDA pre-approval (i.e., the 
power to ban, an original 1966 goal), Senator Orrin Hatch (R-UT) offered an amendment that 
would require separate standards and procedures for dietary supplements. Even though the 
amendment passed with the bill, the FDA blatantly ignored it and proceeded to develop 
regulations for both foods and supplements. 

The FDA completed its regulations for this new Act and published them in the Federal 
Register in November 1991. Hardly surprisingly, they proved to be another shocker. The 
Recommended Daily Allowance (RDA), already ridiculously low, was drastically lowered to a 
meaningless something called the Referenced Daily Intake (RDI), making it possible to claim 
that no nutritional deficiencies exist, another original goal. In spite of the Hatch amendment, the 
same standards were applied to both supplements and foods, thus opening the door to FDA 
pre-approval of health claims for nutrients, exactly as anticipated. 

Although over 80,000 protests poured into the FDA during the 90 days following, our 
well-paid public servants paid not the slightest attention and in February 1992 moved to 
implement their regulations. 

Public outrage over this insolence and willful misinterpretation of congressional intent 
gave Senator Hatch an opportunity to tack on an amendment to the brazen User Fee bill then 
making its way through Congress; this bill slaps drug companies with a $150,000 per drug fee to 
"facilitate" FDA approval. Hatch's amendment granted a one-year moratorium on 
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implementation of the new regulations in regard to supplements; unfortunately, the only way he 
could get this finalized was by agreeing to a compromise bill with Representatives Henry 
Waxman (D-CA) and John Dingell (D-MI), and Senator Ted Kennedy (D-MA). 

The result is an incredibly bad bill, a good example of another exorbitantly expensive 
congressional runaround. It requires the FDA to propose new regulations for pre-approval of 
health claims for supplements; requires a study by GAO on the cost of FDA enforcement, 
compliance costs of manufacturers, and suspected and actual risks posed by supplement use; 
requires the Office of Technology Assessment to study how supplements are regulated in 
socialized medical programs abroad (so we can learn from them) and whether health outcomes 
from supplement use are affected by the regulatory process. 

With supplements left as threatened as before, Senator Hatch introduced in April the 
Dietary Supplement Health and Education Act of 1993 (S. 784), cosponsored by Senators Frank 
Murkowski (R-AK), Harry Reid (D-NV), and Malcolm Wallop (R-WY). At the same time, 
Representative Bill Richardson (D-NM), along with 13 cosponsors, introduced 
corresponding-legislation in the House (H.R. 1709). These are the two bills that the supplement 
industry, the alternative medicine profession, the big-name national health organizations, and 
vitamin consumers all over the country are frantically trying to get passed before the moratorium 
expires at the end of this year. Before examining this bill let us first fill in some other aspects of 
this momentous struggle. 

Kessler's FDA 

Heading up what is often described as the most influential regulatory agency on earth 
(responsible for the safety and efficacy of one quarter of our GNP) is FDA Commissioner David 
Kessler. Both a doctor and a lawyer, Kessler first came to attention through an article published 
in the Journal of the American Medical Association in which he introduced the idea of FDA 
pre-approval of all food health claims. Shortly afterward, Kessler was appointed commissioner 
by George Bush and hastily confirmed by the Senate at midnight without public discussion. 

Moving quickly into his "consumer protection" role, Kessler ordered U.S. marshals to 
seize 24,000 gallons of Citrus Hill Fresh Choice orange juice, labeled "fresh" although it was 
made from concentrate, a fact which was stated on the label. A few weeks later Kessler's FDA 
struck again, this time ordering makers of vegetable oils to remove the words "no cholesterol" 
from their labels, even though this is perfectly true. Kessler explained that the claim is 
misleading because consumers might think this means "no fat." 

Supported by rave publicity and the approval of congressional policy makers, Kessler has 
been raiding, seizing, and impounding ever since. He spends about $700 million tax dollars 
annually and keeps his 8,000 employees busy churning out new ways to "protect the public" 
from "false health claims" (those not approved by the FDA) and "dangerous nutrients," despite 
the fact that there is virtually no documentation of toxicities due to herbs and almost none with 
regard to vitamins and minerals. Interestingly, neither the FDA itself nor the Centers for Disease 
Control has ever demonstrated that dietary supplements are a health hazard to anyone. 

One would never know this given the thrust of Kessler's past actions and future 
objectives. Obviously, here is a man who knows which side his bread is buttered on. His every 
move has been that of an astute statist, determined to transfer our own decisions about our own 
health care to omnipotent government. When Kessler was reappointed by the new 
Administration (one of the few Bush holdovers), Bill Clinton said he had chosen him because his 
"activist leadership has won high praise from consumer groups." 

Too bad Mr. Clinton didn't bother to identify these groups. They include all the 
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anti-business consumer "protection" groups of the far left such as the Ralph Nader-created Public 
Citizen Health Research Group, the socialist American Association of Retired Persons (AARP), 
and the collectivist Center for Science in the Public Interest. 

Industry Collusion 

Representative Henry Waxman (D-CA), an enthusiastic booster of Kessler and another 
ardent enemy of freedom of choice in health care, has worked tirelessly to push through 
legislation empowering the FDA to destroy the nutritional supplement industry. Waxman would 
like to eliminate whatever judicial restraint is still left on the FDA, giving it the power to seize 
property without a warrant signed by a judge. It could seize everything from anyone without 
having to file criminal charges against those whose property it has seized. It could impose fines 
of up to a million dollars as it sees fit. There would be no legal recourse for the victims. The 
nonelected bureaucrats of the FDA would be policeman, judge, and jury, and the decision would 
be final. 

Is Waxman some sort of fanatical ideologue, or what? It turns out he is a little more 
practical than that. This self-proclaimed "consumers' advocate" is a master at exploiting political 
action committees (PACs) of certain interests. Of the 435 congressmen, Waxman ranks second 
in PAC contributions (over $624,000) with the majority of his money coming from the medical 
establishment, large insurance companies, and the pharmaceutical industry. In other words, 
Waxman is being paid off by the industries he helps regulate. (The solution here is not to do 
away with PACs but to abolish Congress' unconstitutional regulatory powers.) 

There is nothing new about business and industry complicity in federal regulations; it is 
the "approved" way to destroy one's competition. The benefits are mutual; industry gets the 
monopoly, while government gets the power. 

For instance, Waxman's drug user fee bill, already mentioned, seriously disadvantages 
small, newly emerging entrepreneurial companies that are on the cutting edge of new drugs and 
therapies. These newcomers can hardly afford to cough up an arbitrary $150,000 per drug to the 
FDA. But this amount of money wouldn't even slow down the drug giants. Whether or not there 
was industry collusion in the Kefauver efficacy requirement that added hundreds of thousands of 
dollars to the cost of each drug (recovered, of course, in the price), apparently this has not been 
enough to discourage all competition. 

Banning OTC Sales 

Let us realize that the orthodox medical community and pharmaceutical industry would 
not be dismissing nutrient supplements as "quackery" if they controlled the profits to be made. 
But nutrients are non-patentable. Without such protection, the pharmaceutical industry has no 
incentive to invest. However, in contrast, therapeutical applications of nutrient supplements are 
patentable (so-called use patents). 

A number of such patents are already held by various persons such as Dr. Richard 
Wurtman of MIT, who holds 20 patents on medical applications of supplementary amino acids. 
These include L-tyrosine for increasing blood pressure, choline for neurological diseases, 
L-tryptophan for increasing brain serotonin, choline for enhancing muscular performance, and 
L-tryptophan for reducing depression. 

The problem is that these patents are valuable only if the nutrient in question cannot be 
purchased over-the-counter (OTC). So Wurtman has been imploring a sympathetic Congress to 
ban OTC sales of amino acids, declaring that they are all toxic and should be removed from the 
market. The fact is that this removal appears to be imminent. 

An FDA unit with the military title of Dietary Supplement Task Force has been readying 
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a report that promises to smack of more power run amok. The Task Force's operating proposition 
comes right to the point: "We can see no justifiable reason for a person to take dietary 
supplements." Enough of the report has been leaked to put us on notice that, among other 
peremptory orders, amino acids have got to go. That is, they have got to go from 
over-the-counter to the doctor's prescription pad. 

This takes us back to 1989 when the amino acid L-tryptophan caused the deaths of 
several dozen people, even though this supplement had been consumed by millions for several 
decades with an outstanding safety record. While the FDA rushed to confiscate and ban all 
L-tryptophan, tests proved that a single batch from a Japanese pharmaceutical company (Showa 
Denko) contained a toxic impurity (under mysterious circumstances) that was responsible for the 
deaths. Following this finding by the U.S. Centers for Disease Control, did the FDA return 
L-tryptophan to the shelves as it has done in the cases of contaminated drugs (Tylenol, Contac) 
or foods (tuna, apples) after the problem was solved? It did not. Four years later, L-tryptophan is 
still classified as an "Investigational Unapproved New Drug," not legally available for sale 
anywhere in the U.S. 

At the same time, the FDA has conducted an intensive campaign of falsehoods to 
convince the public that "the contaminant merely exacerbated a problem that is inherent in the 
amino acid itself," an absurd statement, since L-tryptophan is one of the 22 amino acids into 
which all proteins are broken down in the body and which are essential to life. The FDA might 
as well ban steak and milk. Clearly, the real objective is regulation of the production and sale of 
L-tryptophan as a federally controlled drug. With this groundwork laid, the Task Force is now 
ready to move beyond it and condemn all amino acids as "unsafe" -- that is, unless prescribed. 

Although behind-the-scenes operators like Dr. Wurtman would probably profit 
handsomely if these plans come to pass, the pharmaceutical companies have already cashed in 
due to this ridiculous and unfounded ban. We get a better idea of what is at stake when we learn 
that prior to the ban, sales of L-tryptophan in the U.S. alone were over $180 million per year and 
growing. As the most effective producer of serotonin in the body currently known, L-tryptophan 
had given millions of people safe and inexpensive relief from insomnia, pain, depression, 
anxiety, and various manic/depressive problems. Such sufferers are now forced to imbibe highly 
addictive, grossly expensive dangerous drugs such as Xanax, Valium, Halcion, Dalmane, or 
Codeine. 

While banning L-tryptophan, which has no side effects, the FDA has approved two 
chemical serotonin-enhancers (not producers): Anafranil (Ciba-Geigy) and Prozac (Eli Lilly), 
neither of which is as effective as L-tryptophan but both of which cause serious side effects 
including headache, trembling, nausea, dizziness, and libido change. Prozac's retail price is close 
to $2.00 per capsule; by 1995, its sales are expected to top $1 billion. Another winner is Glaxo's 
serotonin-enhancer Imitrex, recently approved for migraine headache. 

Gestapo Tactics 

Not everyone took this infuriating injustice lying down. In 1991, Dr. Jonathan Wright, 
educated at Harvard and the University of Michigan Medical School, sued the FDA for its 
unlawful impoundment of his L-tryptophan supplies in its coast-to-coast crackdown. Shortly 
afterward, FDA agents began investigating Dr. Wright's Kent, Washington clinic. In May 1992, 
local, state, and federal police surrounded the clinic while an FDA hit squad in rack jackets 
kicked down the door, rushed in with drawn guns and shouted "Freeze -- get your hands up!" to 
terrified patients and staff. All nutritional supplies, patient records, financial records, computers 
-- everything movable was hauled away and the clinic closed down. 
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Dr. Wright's crimes? Using an injectable form of B vitamins from Germany that is free of 
additives for his many allergic patients, and using a natural adrenal cortical extract called ACE to 
treat immune disorders. ACE was sold by Eli Lilly for over 30 years before being dropped in 
favor of the more expensive, less effective synthetic cortisone. The FDA then declared that ACE 
was a "new drug"; overnight, it became illegal. 

Those who are hearing about the Wright raid for the first time will be doubly shocked to 
learn that it is only one of dozens of commando-style assaults that have taken place all over the 
country on health food stores, holistic clinics, and nutrient distributors. There is no question but 
that the federal government, the AMA, the pharmaceutical industry, the American Cancer 
Society, the American Heart Association, and others are determined to blot out the free choice of 
alternative methods of health care. 

Benefits of Nutrition 

Although this power grab would be pernicious at any time, it is especially so now 
because of the considerable contribution that supplements can make to alleviate the impending 
medical catastrophe the Clinton Administration has planned for us. Nutrition is not a new 
science. Thousands of nutritionists, doctors, biochemists, biologists, and others have spent their 
lives researching the roles of nutrients in both the prevention and treatment of disease. Tens of 
thousands of tests on both animals and human volunteers have yielded invaluable information 
about what happens to which parts of the body when particular nutrients are withheld. The 
literature is copious; books, magazines, articles, even societies, conventions, and speakers 
abound in the private sector. 

Medicine and nutrition should be allies, not enemies. For instance, one of the most 
important nutritional discoveries is that atherosclerosis, the build-up of fat (partly cholesterol) in 
the walls of the arteries, can be prevented by, or reversed with, soy lecithin. The partial blockage 
of the blood leads to many diseases: In the eyes, to cataracts; in the legs, feet, or hands, to 
coldness, cramps, pain, and sometimes gangrene; in the brain to confusion, forgetfulness, 
premature senility, or strokes; and in the heart, to angina or coronary occlusion, the leading cause 
of death in the U.S. 

And so we have the great cholesterol trepidation: Doctors warn us to lay off meats, 
cheese, butter, eggs, and other dairy products, while those with high cholesterol levels find 
themselves paying $50.00 per month for Merk's lowest-strength Mevacor. But this is a son of 
deception by omission; what doctors don't tell us because they don't know it themselves is that 
thousands of tests have proven time and again that these valuable foods need not be given up if 
the proper nutrients, especially lecithin, are present in the body. Lecithin, which is produced by 
the liver (again, if proper nutrients are present, often not the case today with our refined foods), 
is an emulsifier used by bakers or food manufacturers to smooth out batters, gravies, or sauces. 
This is exactly what it does to the blood stream, breaking down fat into microscopic particles 
which cannot build up. Surely much suffering and expense would be reduced if this were known 
and lecithin prescribed. But alas, lecithin is cheap -- $6.88 for 500 one-a-day capsules available 
from mail-order catalogs. 

Yet the FDA, in its infinite wisdom, has grudgingly approved only four nutritional health 
claims: Those regarding the relationship between fat and heart disease, salt and hypertension, 
calcium and osteoporosis, and fat and cancer. By approving only these four health claims, the 
FDA is saying in effect that many other well known, scientifically proved relationships are not 
valid. How many years will it take the FDA to prove all over again that pellagra results from a 
niacin deficiency or rickets from a vitamin D deficiency? 
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What could be more absurd? Why do we need the gods of the FDA wasting our money 
approving or disapproving health claims? Because power is built step by step. We can take it for 
granted that the power to control health claims will lead to supplements becoming available by 
prescription only, the ultimate aim of the FDA, AMA, and pharmaceutical industry. 

Flawed Alternative 

With the foregoing information in mind, let us return now to the Hatch bill (S. 784). How 
will it right all these wrongs, tame the congressional/FDA passion for power, save the 
supplement industry, and through it our right to free choice? There is much good sense in the 
bill. It maintains that dietary supplements are not drugs or food additives and therefore not 
subject to FDA regulations. It prohibits FDA restrictions on potencies and combinations. It 
permits administrative and judicial appeals of all FDA actions covered by law. 

But the bill is seriously flawed in that it then turns around and lays down new "good" 
rules and regulations of its own as if these are a legitimate function of government. In most of its 
eight pages of small print, it shows a lack of faith in the free market and a reliance on 
government "care." For instance, it is no business of government to require industry to educate 
the public on nutrition and declare a supplement misbranded if it "fails to list the names and 
quantities of ingredients," or "fails to identify the product as a vitamin, mineral, herb, or amino 
acid," or "fails to identify the part of a plant from which an herb is derived." If consumers want 
this information on labels, they will purchase those brands that supply it. Competition would 
force all brands to meet the demand or else remain on the shelves. Those who supply the most 
information would sell the most. None of this would cost a cent. How many bureaucrats will it 
take to police tens of thousands of labels? How much will it cost us? How is this any different in 
principle from FDA label control? 

Nor is it any business of government to set down parameters for supplement health 
claims. In the first place, this is getting into the area of freedom of commercial speech. Just as all 
of us are not so stupid as to believe that a particular shampoo will make us attractive to the 
opposite sex, so none of us actually believes that a new bioflavonoid will make us young again. 
But we should be free to plunk down our dollar and have a go at it. Anything less is belittling to 
consumer intelligence. 

Even worse, the minute the Hatch bill allows health claims that "duplicate those already 
approved for conventional foods," or "represent the current state of scientific evidence," or 
"describe the ability of the supplement to prevent or repair damage," then the bureaucrats 
enforcing the act can also disallow whatever they deem does not meet the act's criteria. As we 
should all know by now, it is bureaucratic interpretation and application that count, not 
congressional intent. We would be right back to government banning of health claims, an FDA 
goal. 

Nor is it any business of government to spend our tax dollars to "study new scientific 
evidence of health benefits of vitamins and minerals" in order to recommend a "daily 
allowance," which is a political football anyway. Those who are interested will get their own 
information from the plethora available in the private sector and set the level of their own intake. 
There is no reason why government has to tell us how much of anything we should imbibe daily; 
the whole costly business of recommending daily allowances at any level should be thrown out 
of the Hatch bill. 

A New Bureaucracy 

But worst of all, the bill ends up with the astounding mandate to establish an Office of 

Dietary Supplements (ODS) within the National Institutes of Health. Instead of getting rid of 
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controls which hamper freedom of choice, which supposedly is the purpose of the bill, it creates 
a whole new bureaucratic layer to enforce the new "good" regulations that the bill lays down. 
Hard as it is to believe, the Hatch bill authorizes $5 million for fiscal year 1994 (surely just a 
starter) to enable the new office to "conduct ... scientific studies regarding the health benefits of 
supplements" (a power which could, of course, be used to conclude that the benefits are zero); 
"serve as advisor to FDA on supplement issues including regulations, safety and health claims" 
(can anyone imagine the ODS advising a smaller role for government?); and "promote [read 
finance] the scientific study of the health benefits of supplements." 

Not one of these mandates is a proper function of government; in fact, they are a gross 
intrusion into the private sector. Worse still, the bill requires the ODS to study the "need" of 
requiring manufacturers to notify the ODS before making a health claim for a supplement. Who 
can doubt that the ODS would find this "need"? Then the ODS must report its "findings" to 
congressional committees and recommend "legislative reform." Who can doubt what this reform 
would be? This is a sophisticated way of making an end run around the FDA to the same goal. 
Who can define the difference between health claim pre-approval by FDA of supplements called 
drugs or pre-approval by ODS of supplements called supplements? The ODS and all its 
mandates should be eliminated from the Hatch bill. 

In fact, most of the Hatch bill should be eliminated. It does not take eight pages of fine 
print to say that dietary supplements lie outside the realm of government. This goes for safety 
too. As already stated, supplements are infinitely safer than almost all FDA approved drugs. It 
stands to reason that individual proprietors, betting their shirts on the success of their companies, 
have always been the best guardians of the safety of their products. As the totalitarians of this 
century discovered years ago, controls of every shape and variety can be subsumed under the 
heading of "public safety." Have we learned nothing? 

Some think that an exception should be made for government policing of false statements 
of ingredients, something consumers cannot determine for themselves. But even here, giving 
government a foot in the door always ends up with its taking over the whole building; we would 
come full circle to exactly how the FDA got started in the first place. 

Hardly ever does anything come out of Congress that doesn't make big government 
bigger. When Senator Tom Harkin (D-IA) secured $2 million in federal funds for an Office on 
Alternative Medicine within the National Institutes of Health (NIH) with input from alternative 
health care practitioners, the profession and the supplement industry cheered. In May 1992, the 
new office began its mission "to mainstream alternative medicine into the orthodox medical 
model." Wonder of wonders, the new office is seriously studying shark cartilage for preventing 
cancer, bee pollen for allergies, peptides for curing cancer, and about 20 more unorthodox 
treatments. Recognition at last! Four months later, Harkin, who has a rating of just ten percent in 
THE NEW AMERICAN'S "Conservative Index," tried to get legislation enacted that would give 
the NIH "authority over physicians engaged in research on alternative medicine." Stay tuned. 

The Real Enemy 

Nothing said here means that there aren't effective drugs on the market that have saved 
many lives. Although the giant drug companies should be condemned for their monopolistic 
practices, we should realize that those practices are made possible by government, the real 
enemy. Nothing said here is meant to disparage doctors, the great majority of whom are a 
blessing to mankind; in fact, they are so busy making sick people well they have no time to 
follow what the AMA is doing in their name (a pity). With the curriculum of all medical schools 
controlled by the AMA, no medical student ever receives a course in nutrition; lacking that, most 


(c) 2000 American Opinion Publishing, Inc. -- Wwww.thenewamerican.com 


doctors are not equipped to realize that many conditions, especially among the elderly, are really 
vitamin or mineral deficiencies, treatable with nutrients instead of expensive, toxic drugs. There 
is plenty of need for alternative medicine; collectivists like Harkin should be "bound down by the 
chains of the Constitution" and made to keep hands off. 

But this battle, of course, is not concerned with the efficacy of vitamins or alternative 
medicine. That is entirely a private sector matter. This battle is being fought over our 
fundamental right to make our own decisions about our own approach to health. The Hatch bill, 
with its philosophical underpinnings of paternalist government, is not the answer. 

We are either free to choose, or we are not. 

-- JANE H. INGRAHAM 


CHOICE IN HEALTH CARE Freeing the 
Consumer 

In a June 1991 report, the National Center for Policy Analysis (NCPA) described the 
American health care market as "a regulated, bureaucratized, institutionalized market replete 
with perverse incentives for all who participate in it .... [It] has been shaped and molded by 
unwise government policies...." Among those policies is a tax structure that has encouraged third 
parties (insurance carriers) to pay medical bills. 

Vincent Miller and Jarret Wollstein of the International Society for Individual Liberty 
(ISIL) explain that because of third-party medical payments, "there is no incentive for anyone -- 
from patients, to doctors, to hospitals -- to exercise restraint in the consumption of medical 
resources. Because patients don't pay directly out of their own pockets, few ever ask how much a 
medical procedure may cost or if there is a less expensive alternative. Similarly, doctors and 
hospitals have little incentive to comparison-shop or economize." 

Paper Trail 

Miller and Wollstein also that the United States has "one of the most regulated medical 
markets in the world." "Over 800 federal and state laws (some hundreds of pages long) govern 
all health care providers and institutions. According to some estimates, for every man-hour of 
health services provided by doctors, two hours are spent filling out government paperwork." 

Much of that needless busywork consists of an effort to create a "paper trail" to limit 
liability in the event of a malpractice suit. Additionally, many doctors spend 10 to 20 hours a 
week filing reports required by Medicare, Medicaid, the FDA, and other state and federal 
agencies. Dissolving the paperwork cataract would greatly assist the flow of medical service. 

The tax burden upon individuals and families is the most obvious impediment Americans 
face to genuine health security. The average middle class American presently pays 
approximately 40 percent of his income in taxes (federal, state, and local); of the income that 
remains, about 15 percent is devoted to various health care related expenses, such as insurance, 
prescriptions, and the like. It should be obvious that a reduction in the tax burden would make 
health care more affordable. 

The NCPA recommends that individuals be allowed to make tax-free deposits in 
Medisave accounts; this would allow individuals to insure themselves against many of the 
relatively trivial expenses now covered through third-party insurance programs. It would also 
facilitate direct commerce between health providers and customers, thus creating genuine 
competition and decreased costs. The Medisave funds would be the private property of the 
individual; the funds would be "portable" were the individual to change jobs, and could be used 
to provide post-retirement health insurance. 

According to the NCPA, if "most medical expenses were paid by people using their own 


(c) 2000 American Opinion Publishing, Inc. -- Wwww.thenewamerican.com 


Medisave funds, patients would have a financial self-interest in eliminating waste and reducing 
costs in the medical marketplace. Patients would acquire greater control over how their health 
care dollars were spent. Third-party payers would interfere with the doctor-patient relationship 
less. And health insurance companies could specialize in what they do best: managing risks for 
rare, expensive, catastrophic medical events." 

The late Dr. James L. Doenges, past president of the Association of American Physicians 
and Surgeons, pointed out that medicine must, of ethical necessity, be an individual matter: "An 
essential feature of quality medical practice is that the patient is and must be regarded as an 
individual -- a moral being .... All medical tradition emphasizes the fact that every patient is an 
individual, that his ills are singular, and that he must be so regarded and treated." By 
countenancing third-party intervention, patients and doctors are surrendering to the priorities of 
others: 

Third-party medical care always results in control of the patient and the physician by 

limiting the free choice of the patient in selecting his physician and by interfering 

with the individual patient-physician relationship .... Under any system of third 

party medical programs the patient must accept the "third party" into the 

patient-physician relationship in every area, not in the area of fees alone. 

According to Dr. Doenges, "The attempt to establish third-party medical programs is a 
definite attempt to destroy the market economy. Any argument in favor of third-party medical 
programs may be used, by changing a few words, with equal validity to promote third-party 
control of every other profession; every other need and desire; in short, of every segment of the 
economy." 

The Medical "Racket" 

With the help of Big Government, the medical bureaucracy invests a great deal of time, 
energy, and money in the effort to discourage medical consumers from making "wrong 
decisions." In a genuinely free medical market, intelligent, responsible people who seek 
alternative methods of treatment could do so. The marketplace would certify the effectiveness of 
new, innovative treatments, and everyone would benefit. Just as in other sectors of a free market 
economy, competition would help keep prices down and quality high. However, many promising 
alternative treatments are stifled by the collusion between establishment medicine and the 
bureaucratic state. 

In his book Racketeering in Medicine: The Suppression of Alternatives, Dr. James P. 
Carter writes, "Investigations against alternative practitioners follow a pattern of arrogance, 
dogmatism, deprivation of Constitutional rights and a ‘might makes right' attitude." Physicians 
who challenge the prevailing medical orthodoxy can expect the full arsenal of Soviet-style 
tactics: 

To suppress alternative medicine, organized medicine resorts to bad behaviors: 

disinformation, smear campaigns of libel and slander, harassment, unwarranted 

IRS audits, enticement of patients and family members to sue doctors when there 

is no reason (even offering financial payment to do so), entrapment by undercover 

agents posing as sick patients who may persistently beg for alternative treatments, 

illegal wire-taps, and break-ins and records theft. 

The systematic suppression of alternative practitioners is defended as an effort to guard 
the public welfare. But Dr. Carter offers a more reliable diagnosis: "The goal is restraint of trade 
in order to maintain a monopoly with the support of government." 

Those who seek alternative sources of medical care should be guided by the principle 
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caveat emptor. To defend alternative medicine in principle is neither to endorse particular 
varieties of alternative treatment, nor to minimize the heroic services offered by talented, 
dedicated practitioners of traditional medicine. But it should be remembered that in medical 
science, as elsewhere, many of history's most valuable discoveries have occurred outside the 
realm of established opinion. 

In his book A World Without Cancer, G. Edward Griffin declares: "The history of 
science is the history of struggle against entrenched error. Many of the world's greatest 
discoveries initially were rejected by the scientific community. And those who pioneered those 
discoveries often were ridiculed and condemned as quacks or charlatans." 

Among those who suffered the obloquy of the establishment was the Roman physician 
Galen, who proposed innovative theories of human anatomy that were later vindicated. In reward 
for his efforts, Galen was publicly censured and driven from Rome by a mob. Similar treatment 
was dispensed upon Andreas Vesalius, a 16th-century Italian physician who also advanced the 
study of human anatomy. Like Galen, Vesalius was chased out of Rome after being branded a 
heretic. 

"Radical" Reforms 

In the mid-1800s, Dr. Ignaz Semmelweis introduced a "radical" reform while he worked 
as an assistant at the Vienna Obstetrical Clinic: He required medical students to wash their hands 
in chlorine water before entering the clinic. The result was a precipitous decrease in maternal 
deaths from puerperal fever. This experience inspired Semmelweis to become a tireless advocate 
of sterilization procedures for obstetric physicians. But as a reward for his activism Semmelweis 
suffered a vicious attack on his personal and professional credibility and was fired from his 
position. 

Over the next decade, Semmelweis collected evidence to support his sanitary techniques. 
He published that evidence in 1861 and distributed it among Europe's prestigious medical 
societies, but the work attracted little interest. In the meantime, mothers continued to die 
needlessly. During a single year in that period, 40 percent of the maternal patients in Stockholm 
contracted puerperal fever; 16 percent of those patients died. In 1865, after suffering a nervous 
breakdown (precipitated, in part, by his frustration over needless maternal deaths), Semmelweis 
himself died in ignominy. Of course, his work is now universally appreciated. 

Dr. Max Gershon, a physician who fled Nazi Germany in 1933, pioneered the field of 
"detoxification therapy," a form of clinical dietary therapy. Dr. Gershon developed detoxification 
to treat his own migraine headaches. Finding success in this effort, he developed dietary 
therapies to treat many chronic diseases, including tuberculosis, heart disease, diabetes, asthma, 
multiple sclerosis, heart disease, and many forms of cancer. 

Dr. Albert Schweitzer, a diabetic, benefited from Gershon's therapy: Within a month of 
adopting Gershon's dietary regimen, Schweitzer was off insulin. Gershon also successfully 
treated Schweitzer's wife, who suffered from lung TB. Dr. Ferdinand Sauerbach, an 
internationally acclaimed surgeon, learned of Dr. Gershon's technique and applied a variant of it 
to the treatment of a form of skin TB. Sauerbach achieved a 99 percent cure rate on 450 patients. 

In 1946, Dr. Gershon testified before the Pepper-Neeley Congressional Subcommittee, 
which was then holding hearings on the first bill authorizing the President to "wage war on 
cancer." Dr. Gershon presented medical evidence confirming that one-third of his cancer patients 
experienced complete remission. For three days Dr. Gershon offered detailed case studies of 
cured cancer patients who had been designated "terminal" in the United States. But as Dr. James 
P. Carter recalls, "lobbying forces for surgery, radiation and chemotherapy defeated [Gershon's] 
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dietary protocol through intensive lobbying efforts. By only four votes a Senate bill that could 
have supported research of dietary means of preventing and reversing cancer was thwarted in 
1946." 

Had Dr. Gershon's story involved nothing more than the denial of a federal subsidy, it 
would not merit much attention. However, following the Pepper-Neeley subcommittee's actions, 
the medical establishment took after Dr. Gershon with a vengeance. His publications were 
blacklisted; his hospital privileges were revoked; he eventually lost his medical license. In 1949, 
the AMA Council of Pharmacy and Chemistry, apparently anxious to discredit Dr. Gershon's 
ideas, stated for the record that diet could have no possible benefit in the treatment or prevention 
of cancer -- a pronouncement that would be considered ludicrous today. 

Recent Battles 

According to Dr. Carter, "By the 21st century, chelation therapy will be warmly praised 
by organized Med with no admission of past attempts to destroy the doctors who pioneered its 
use." Chelation was originally used in the late 1940s to treat workers who had contracted lead 
poisoning in battery factories. Over the next 30 years, chelation therapy emerged as an effective 
treatment for many forms of cancer, as well as heart disease, stroke, diabetic gangrene, and other 
vascular-related conditions. Dr. Carter states that documented cases exist of patients who have 
been spared amputation by subscribing to chelation. 

Chelation involves slow-drip IV injection of the synthetic amino acid EDTA (a generic 
drug). This is complemented with a prescribed regime of lifestyle adjustments, such as dietary 
modifications, aerobic exercise, and a ban on smoking. At present there are approximately 600 
certified chelation practitioners in 46 states. Dr. Robert Mendelssohn, president of the New 
Medical Foundation, is among chelation therapy's most enthusiastic supporters: "I cherish 
chelation therapy because it keeps people away from surgeons who will give them a coronary 
bypass or a carotid artery operation." 

Yet chelation specialists, according to Dr. Carter, "must endure frightening injustices at 
the hands of their superiors. In 1986, Carter received a letter from John Trowbridge, a chelation 
specialist in Humble, Texas. Wrote Dr. Trowbridge: "In the last ninety days, at least three 
chelation doctors have been hauled before the [state medical] board -- one lost his license, the 
other two were threatened and told they're going to get us all, one by one." 

State regimentation of the pharmaceutical industry has also created needless suffering. 
Dr. Mary Ruwart, an authority on pharmaceuticals, believes that the "drug lag" created by FDA 
regulations may result in thousands of needless deaths each year. She cites the protracted FDA 
approval period that delayed the release of propranolol, the first "beta-blocker" widely used in 
the treatment of angina and hypertension. The drug was approved for minor uses in 1968, but it 
was not until 1973 that it was permitted in the treatment of angina, and 1976 before it could be 
legally prescribed in the treatment of hypertension. Writes Ruwart, "Approximately 10,000 
Americans died needlessly every year because it was against the law for their doctors to treat 
them with propranolol." 

Ruwart contends that the FDA does little or nothing to protect the health and safety of 
American consumers: "Before the FDA came into being, American drug manufacturers usually 
gave their customers the best drugs that the state of the art would allow. After all, killing the 
customer is bad business. Deaths due to inadequate testing were much less frequent than the 
deaths produced by today's 'drug lag." Furthermore, "the penalties imposed by the marketplace 
on the sellers of ineffective drugs before 1962 ... left little room for improvement by a regulatory 
agency." 
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The free market does not reward irresponsibility; rather, it places a premium upon 
innovation and rewards both producers and consumers. What potentially beneficial treatments 
are being strangled in the crib by the medical establishment? How might the healing arts flourish 
if government allowed free, intelligent people to devote themselves to the search for new 
answers? 

Free to Choose 

It can be compellingly argued that freedom of choice in medicine -- in matters of 
providing insurance, choosing physicians or alternative treatments, and related matters -- should 
be considered a Ninth Amendment issue. Dr. Benjamin Rush, a signer of the Constitution who 
was also a physician, took this view: "The Constitution of the Republic should make special 
provisions for medical freedom as well as religious freedom. To restrict the art of healing to one 
class of men and deny equal privileges to others will constitute the Bastille of medical science. 
All such laws are un-American and despotic." 

Ninth Amendment advocate Conrad LeBeau notes that unenumerated rights do not confer 
the liberty to defraud the consumer: "You do not have the right to deceive anyone; to deliberately 
harm anyone; to impersonate government officials or professional persons; and you do not have 
the right to rip off customers with excessive charges and unneeded services. These are selfish 
aspirations, not Ninth Amendment rights." 

There have been some minor victories for freedom of choice in medicine. On June 14, 
1990, Alaska Governor Walter Hickel (who has personally benefited from chelation therapy) 
signed into law H.B. 8146, which offered some protection for practitioners of alternative 
medicine. The law reads, in part: "In demonstrating professional incompetence, gross negligence, 
or repeated negative conduct, the board of medical examiners may not base the finding of 
incompetence solely on the basis that a licensee's practice is unconventional or experimental, in 
the absence of demonstrable physical harm to the patient." 

History has redundantly illustrated that the free market, with its incentives for innovation, 
thrift, and discipline, is more efficient and progressive than any variant of the controlled 
economy. Collectivism has always been the entrenched enemy of prosperity, innovation, and 
economy. The health of individual Americans is too important to be left to the whims of central 
planners and social engineers. 

-- WILLIAM NORMAN GRIGG 


TOTALITARIAN MEDICINE Echoes of 
Auschwitz 

Measured in simple economic terms, President Clinton's proposed national health care 
plan is an unprecedented power grab. According to reliable estimates, the health care industry 
accounts for approximately 14 percent of the nation's gross national product. But medicine is not 
just another industry, and government appropriation of health care is freighted with troubling 
significance. 

Socialized medicine is a genuinely totalitarian concept. Through it the government asserts 
stewardship over the physical beings of citizens -- a mortifying prospect to those acquainted with 
the dismal record of the public sector. 

One inevitable by-product of socialism's disruption of market signals is artificial scarcity; 
this in turn leads to rationing of medical care, a prospect for which the American public is being 
prepared. When government is authorized to preside over medicine, it is also given the power to 
make cost/benefit decisions involving human lives. Centralized direction of medicine contains, 
in principle, the beginnings of the social triage mentality -- which was brought to lurid life in 
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Germany under National Socialism. 
Alarming Case Study 

Germany did not arrive at Auschwitz overnight. Before the Nazis directed their 
murderous attention to the extermination of Jews and other minorities, they regimented German 
society according to a "quality of life" ethic. That ethic was developed over decades before it was 
brought to its logical consummation under Hitler. 

In the November issue of The Freeman, Dr. March S. Micozzi, director of the National 
Museum of Health, offers an overview of German socialized medicine from the late 19th century 
through the end of the Nazi era. Social insurance and an early version of collectivized health care 
were introduced in Germany in the 1880s under "Iron Chancellor" Otto Von Bismarck. Notes 
Micozzi, "By the time of [the Weimar Republic], German doctors had become accustomed to 
co-operating with the government in the provision of medical care." The Weimar government, 
acting in response to demands that it end "fragmentation" in the medical system, created a 
unitary, state-supervised health care system. 

During the Weimar era, according to Micozzi, "the physician began to be transformed 
into a functionary of state-initiated laws and policies. Doctors slowly began to see themselves as 
more responsible for the 'nation's health' than for the individual health of the patient .... Where 
traditional individual ethics and Christian charity had once stood, the reformers posited a 
collective ethic for the benefit of the general population." 

With the worldwide economic collapse of 1929, the priorities of the Weimar welfare state 
-- including the collectivized health care system -changed radically, from an emphasis on 
humanitarian security to an early version of the "quality of life" ethic. As Micozzi observes, 
"What remained of the humanistic goals of reform were state mechanisms for inspection and 
regulation of public health and medical practice. Economic efficiency became the major concern, 
and health care became primarily a question of cost/benefit analysis. Under the socialist policies 
of the period, this analysis was necessarily applied to the selection of strong persons deemed 
worthy of support, and the elimination of weak and 'unproductive' people." 

Nazi Medical Ethics 

The National Socialist state absorbed the existing socialist health care system as part of 
Hitler's policy of Gleichschaltung (synchronization), the process through which all institutions 
were brought under control of the central government. To a shocking extent, the medical crimes 
committed by the Nazi regime upon the German people were executed by colorless bureaucrats 
who simply "followed orders." 

In his book The Nazi Doctors, Robert J. Lifton describes the process through which the 
medical profession under German National Socialism became subservient to the Nazi "politics of 
meaning." According to Lifton, the individual physician "was to be concerned with the health of 
the vo/k even more than with individual disease and was to teach them to overcome the old 
individualistic principle of 'the right to one's own body' and to embrace instead the 'duty to be 
healthy" -- as health was defined by the Nazi elite, of course. 

Furthermore, "There was one area in which the Nazis did insist upon a clear break with 
medical tradition. They mounted a consistent attack upon what they viewed as exaggerated 
Christian compassion for the weak individual instead of tending to the health of the group, the 
volk." The Christian values that had traditionally informed medical ethics were replaced with "a 
Nietzschean position [that] included a rejection of the Christian position of caritas or charity, 
and of the church's commandment to attend to the incurably ill person and render him medical 
aid unto the death." 
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Dr. Arthur Guett, an influential medical authority during the early Nazi era, told German 
physicians, "The ill-conceived 'love of thy neighbor' has to disappear .... It is the supreme duty of 
the state to grant life and livelihood only to the healthy and hereditarily sound portion of the 
population .... The life of the individual has meaning only in the light of that ultimate aim." 

One of the first products of revised medical attitudes in Nazi Germany was the euthanasia 
program. In his book A Mark for Cain, Dr. Fredric Wertham recalls the euphemistic treatment of 
that murderous enterprise: 

The whole undertaking went by different designations: "Help for the dying," "mercy 

killings," "destruction of life devoid of value," "mercy action" -- or more briefly, 

the "action." They all became fused in the sonorous and misleading term 

"euthanasia." Strangely enough -- or not so strangely enough -- the name has 

persisted. 

The Nazi euthanasia project began with the systematic murder of mental patients, 
"deformed" infants, "cripples," and others at the periphery. However, as Wertham writes, the 
project expanded to include "'superfluous people,’ the unfit, the unproductive, any ‘useless 
eaters,' misfits, undesirables. The overall picture is best understood as the identification and 
elimination of the weak." 

Once again, it is useful to recall that the groundwork for this project antedated the Nazi 
ascent to power. The most influential tract in support of the euthanasia program, The Release of 
the Destruction of Life Devoid of Value, was published in 1920. Its peculiar title was a plea for 
the legalization of "mercy killing." Although the Nazis infused the "mercy killing" scheme with 
their own racial, religious, and eugenic conceits, it was not a Nazi invention; it was a logical 
outgrowth of bureaucratic medical socialism. 

The medical elites who participated in the euthanasia program, according to Wertham, 
"had all the hallmarks of civic and scientific respectability." Dr. Werner Catel, who was a 
prominent participant in the child euthanasia program, retained his professorship and pediatric 
practice well into the 1960s and in 1962 published a book, Borderline Situations of Life, that 
defended the child euthanasia project. Another participant in that murderous enterprise, Dr. 
Werner Villinger, took part in the 1950 White House Conference on Children and Youth. 

Ominous Parallels 

America's own evolution toward a post-Christian medical ethic is well-advanced. This 
was illustrated in Hillary Rodham Clinton's "politics of meaning" speech last April 6th. Speaking 
about her role in supervising health care reform (a role for which she had no proper 
constitutional authorization), Hillary mused, "When does life start; when does life end? Who 
makes these decisions?... These are not issues that we have guidebooks about." It is sobering to 
imagine the government making life and death decisions guided only by free-form moral 
speculation. 

Newsweek, which has been unabashed about its support for the Clinton plan, admits that 
"the plan, with its Rube Goldberg combination of economic theory and elaborate regulation, 
appears to skeptical legislators to be a giant social experiment. It is exactly that." At risk in that 
social experiment, Newsweek cheerfully admits, will be "nothing less than the health and welfare 
of every single living American and millions yet unborn." 

Furthermore, there is an understanding among the medicrats that Mr. Clinton's plan is 
merely a prelude to full-scale socialized medicine. One "expert" quoted by Newsweek conceded, 
"I'm not sure anyone believes it will work out the way it's down on paper. And if it doesn't work, 
we can go a couple of different ways" -- either to a Canadian-style "single-payer" system or 
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some other variant of state-run socialized medicine. Such systems always result in artificial 
shortages, rationing, and quality-of-life decisions. 
"Ethical Blueprint" 

Hillary and her medicrat allies have an initial effort to give form to "the politics of 
meaning." According to the April 3rd Los Angeles Times, the Hillary Clinton health care task 
force commissioned "a panel of outside experts to review the ethical implications of the 
proposals under consideration." The task assigned to that panel was to "lay out a values 
framework to guide health care reform and hold it accountable." 

The identities of most of the panelists were kept secret by the Administration. Noted the 
Los Angeles Times, "White House Task Force officials refused to discuss the work of the ethics 
panel and said that they had prohibited its members from talking publicly about their 
deliberations." Robert Boorstin, a spokesman for the health care task force, explained, "What 
these people are going to be involved in is very controversial -- you've got people in this group 
who've written on such things as when to pull the plug -- and I'm not going to talk about what 
they are doing, or what they will do" (emphasis added). But "informed sources" told the Los 
Angeles Times that the ethics group would draft "an overall set of standards" -- an "ethical 
blueprint" that would guide the development of the national health care plan. 

One of the few members of the ethics panel to speak or write publicly about his views is 
Arthur Caplan, a syndicated medical columnist who directs the Hastings Center for Medical 
Ethics. In remarks published in the October 18, 1992 New York Times, Caplan declared that "it 
makes no sense ... to give organs to the sickliest patients. The thing to do is maximize the 
number of lives saved." The Times summarized Caplan's views: "Morally the goal is to increase 
the number of lives saved, and that is achieved by giving organs to the healthier people on the 
list -- and skipping the sickest." 

QALYs on the Horizon 

Warning its readers that "rationing is looming," the November 24th New York Times 
announced that the quality-adjusted life years (QALY) is returning. Noted the Times, "Bowing to 
the inevitable, economists are seizing upon a scale that many say is the best available to rank 
treatments"; QALYs supposedly measure "the all but unmeasurable -the true value of treatments 
in terms of not just prolonged life but quality of life." 

The QALY formula was devised in 1972 by Dr. James Bush of the University of 
California-San Diego. Under that formula a health care provider estimates how long a person 
will live subsequent to a given treatment, then measures the projected years of post-treatment by 
a standardized "quality of post-treatment life scale." The "quality of life" scale may be adapted 
from polling results, or merely reflect the judgment of a government panel. 

The June 6, 1990 issue of the Journal of the American Medical Association observes, 
"Quality-adjusted life-years signal two shifts in the locus of control and the nature of the clinical 
encounter: first, formal expressions of community preferences and societal usefulness would 
counterbalance patient autonomy, and second, formal tools of resource allocation and applied 
decision analysis would counterbalance the use of clinical judgement. These shifts reflect and 
reinforce a new financial ethos in medical decision making." 

QALYs encourage disabled people to obtain "life-enhancing" treatment (as measured by 
a standardized perception of "enhancement") rather than life-extending treatment. Furthermore, 
as Drs. John La Puma and Edward F. Lawlor point out, "Some patients ... would rather live no 
matter what their [QALY] score .... The lives of these patients -the demented, the mentally ill, 
and the 'old-old' -- QALYs judge to be of inadequate worth...." It could be contested that the 
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QALY scale adumbrates a return to Nazi-style eugenic priorities. 

Further, QALYs would mandate that American physicians follow the example of 
physicians in Weimar Germany by becoming "public agents" rather than individual healers. La 
Puma and Lawlor predict that if QALYs are adopted here, "Patients' preferences and needs for 
health care may be replaced by an economic analysis that relies on selected community opinions, 
giving insufficient weight to the patient's preferences or the clinician's judgement. Physicians' 
social responsibility to use resources carefully may supplant our professional responsibility to 
care for our patients medically." 

QALY rankings are already being used by health planners in the United Kingdom, 
Canada, Australia, and New Zealand. According to the New York Times, "Economists and 
ethicists say it, or something very much like it, will almost certainly be used soon to rank 
treatments in the United States." QALY supporter Uwe Reinhardt, a health care economist at 
Princeton, declares, "I think we definitely will go this way for the simple reason that we must 
ration health care." Arthur Caplan insists, "QALYs are inevitable" -- they "leave us no room for 
the sanctity [of life] .... There is no way we will not rank people very low if they have severe 
disabilities or are in comas or are severely retarded." 

Many commentators have cited Oregon's Medicaid reform as a model for future national 
reforms. Acting upon a "quality of well-being scale," an Oregon state government commission 
composed a prioritized list of 558 medical treatments that can be covered by Medicaid. The 
health care funds available during each fiscal period will determine how far down the list the 
state will go in subsidizing services. Significantly, although the Oregon plan will readily 
subsidize "therapeutic" abortions, it places a very low priority upon long-term care for high-risk 
newborn babies. 

A Killer Health Plan? 

As presented in September, the Clinton health plan was studiously vague about the 
possibility of nationalizing abortion. The plan nebulously referred to public funding of 
"pregnancy-related services." As the Los Angeles Times explained, "That is the same language 
that many private insurance policies use to cover abortion ... to exclude abortion would deny 
coverage of a procedure currently paid for by many private insurance policies. Moreover, it 
would undercut Clinton's longstanding commitment to abortion rights." 

During a public forum broadcast on the September 23rd edition of Nightline, Mr. Clinton 
allowed that his plan would "indirectly" fund abortions with taxpayer money: "Most people will 
get this service covered because most private plans do." 

Americans at both extremes of life -- the unborn and the elderly -- are the most 
vulnerable to the social triage mentality. The elderly compose the fastest-growing portion of the 
American population, and many among the medicratic elite believe that the elderly represent a 
disproportionate share of America's medical resources. Some have even proposed that formal 
limits be set upon the treatment of the elderly; under fully-socialized medicine, such limits might 
be unavoidable. 

Medical ethicist Daniel Callahan is perhaps the most prominent advocate of the "limits" 
philosophy. For Callahan, limits have no necessary relationship to scarcity or economy. In his 
book Setting Limits, Callahan writes that "even with relatively ample resources, there will be 
better ways in the future to spend our money than on indefinitely extending the life of the elderly 
.... Our affluence and refusal to accept limits have led and allowed us to evade some deeper 
truths about the living of a good life and the place of aging and death in that life." In an echo of 
the Weimar medical philosophy, Callahan insists, "The place of the elderly in our society is a 
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communal, not only an individual, question." 

Callahan believes that society's medical philosophy should be organized around the 
concepts of the "natural life span" and "tolerable death." He insists that government has a duty to 
help people live out a natural life span, but not actively extend life beyond it. He supports limits 
on government payments for treatment of the elderly and the refusal of nutrition to patients in 
persistent vegetative states. 

Although a few years ago Callahan's ideas seemed shocking, they are now part of the 
"mainstream" health care dialogue. In an op-ed column published in the October 4th Newsweek, 
Callahan wrote, "Any serious health-care reform effort should re-think the meaning of medical 
‘progress.'... It should accept openly the need for rationing, not just as a way of controlling costs, 
but also as a symbol of the need to curb our insatiable appetite for improved health care and 
longer lives." 

Christianity a Health Risk? 

Not surprisingly, organized humanism has been influential in the drive to establish a 
post-Christian medical ethic in America. 

The growing acceptance of the social triage mentality was approvingly noted by Joseph 
Fletcher, the originator of situational ethics and a signatory of the Humanist Manifesto IT. In 
1990 Fletcher wrote, "We see that families, physicians and patients themselves are pulling out of 
the old outmoded notion that life is an absolute value or end in itself .... Quality of life steadily 
transcends the absolutism of the 'sanctity' of life doctrine." 

Dr. Ralph C. Greene, writing in The Humanist for July/August 1987, suggested that 
American society could benefit from a reduction in certain "preventable risk factors." According 
to Greene, those risk factors must be reduced in order "to forestall national bankruptcy ... and the 
reduction is best begun in infancy." Along with such vices as smoking, drug and chemical abuse, 
and promiscuous sexual indulgence, Greene listed "fundamentalist religion" as a "risk factor" to 
be controlled by government. This is because "fundamentalism" exerts "a chilling effect on 
contraception and abortion [which] engenders overpopulation, growth of the 'underclass,' [and] 
detrimental demography...." 

Dr. Wendell Watters, a clinical professor of psychiatry at McMaster University, also 
believes that any comprehensive health care plan must treat Christianity as a social pathology. 
Writing in the November/December 1987 issue of The Humanist, Waiters asserted that 
Christianity "is incompatible with the principles of sound mental health" in the same fashion that 
smoking is incompatible with pulmonary health. Observed Watters, "Governments all over North 
America and throughout the Western world are concerned about the high costs of health care .... 
Christian churches, luxuriating in their tax-exempt status, continue to disseminate messages that 
collectively represent the very antithesis of health promotion." 

Although the Clinton Administration has said nothing about minimizing religious "risk 
factors," it has sought to link other elements of its social agenda to health care "reform." In 
remarks delivered on September 24th to the Pinellas Marine institute in St. Petersburg, Florida, 
President Clinton declared, "The principles I announced for health-care reform are very much 
related to the principles of the anti-crime effort our Administration is undertaking." In particular, 
Mr. Clinton framed gun-control as a health care issue, insisting that gun-related violence is "one 
of the reasons health care is so high." 

Mandatory Inoculation? 

Although it is not formally a feature of the Clinton health care plan, the Administration is 

pursuing a program of mandatory vaccination for all American children, with special emphasis 
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on newborns and children younger than two years. No provision has been made for religious or 
philosophical exemptions. Even more disturbing, precedent exists in law under which parents 
may be charged with child abuse or neglect for refusing to vaccinate their children. A permanent 
record of vaccination would be kept on the health "smart card" and on national computer 
databases; this would enable the government to track the vaccinations. 

The mandatory inoculation policy would mandate government collection of private, 
personal data about families. This would facilitate government intervention -- in the name of the 
"best interests" of children. Furthermore, if the government can require child inoculation, it can 
in principle require other forms of medical treatment in the name of the "collective good." 

James Madison taught that in order to protect freedom, we must detect potential problems 
in the principle and then deny the principle. Socialized medicine contains, in embryonic 
principle, the social triage mentality so memorably displayed in Nazi Germany. Like Weimar 
Germany, America is in full flight from the Christian ethics that must undergird medicine. 
Historian Rousas Rushdoony observes that "Nazi Germany moved on to the conclusion of 
humanistic thought more than a generation earlier than other nations of the West." America's turn 
may be rapidly approaching. 

-- WILLIAM NORMAN GRIGG 


SOCIALISM VERSUS FREEDOM Is Health 
Care a Right? 

How often do we hear that "health care is a right" which government must guarantee to 
everyone? Liberal politicians repeat that slogan like a drumbeat and great numbers of Americans 
are wont to repeat it themselves, as if saying it often enough will make it true. Is health care 
really a right? We may answer this question in a variety of ways, particular answers depending 
on whether we speak in accordance with the concept of individual rights as understood by the 
American Founding Fathers, or whether we accept the concept of rights advanced by various 
leftist theorists. 

God, Not Government 

In the American system, as it is traditionally interpreted, a right is not something that 
emanates from government; it is not something that government benevolently grants to 
individual citizens. The Founders knew perfectly well that what government benevolently gives, 
it may malevolently take. 

Rights do not emanate from government, but rather come from God. They are inherently 
possessed by citizens regardless of what government may say or do. Citizens need only assert 
their claim to these rights, as our forebears did when they wrote the Constitution, and remain 
vigilant in protecting them. Furthermore, the framers of our Constitution, far from believing that 
rights come from government, believed that the entity known as government represents the 
greatest threat to individual rights. 

What are legitimate God-given rights? Some years ago Dr. Charles W. Johnson of San 
Antonio, Texas, in an article published by the Foundation for Economic Education, trenchantly 
defined the American idea of rights: 

No one has a right to anything he must ask permission for or in any way take from 

another. In interpersonal and societal relationships there are many goods and 

services traded and privileges granted, but there is no "right" to take these from 

another. In distinguishing rights from privileges one may ask, "provided by 

whom?" If it is provided by God or nature or by one's own self, it is a right. If it is 

provided by someone else, it is a voluntary exchange, a privilege -- or theft. 
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We see then why the rights protected by the Constitution involve such basics as life, 
liberty, property, freedom of conscience, and freedom of speech and why that document does not 
provide such "entitlements" as employment, child care, education, and medical care. These 
so-called "economic rights" were never recognized by our Founding Fathers, though they are 
indeed spelled out in such suspect documents as the Declaration of Human Rights of the United 
Nations. To look to government to grant such "rights" is to authorize government to assume 
control over every aspect of human existence. 

Moreover, people who foolishly surrender their genuine, God-given rights in exchange 
for ersatz, government-given rights inevitably receive a very bad bargain, even from the 
standpoint of economic security. This has been demonstrated in any number of cases. With 
respect to the issue of health care, it is no exaggeration to say that not a single country that has 
turned to socialized medicine -- not one -- offers quality care and treatment that compares 
favorably with what is offered even in the poorest sections of America. 

Lenin was apparently one of the first politicians to set down in law the notion that every 
citizen possesses a right to free medical care, yet his vaunted "free" system quickly turned into a 
nightmare of monumental proportions. Imagine hospital rooms with from 12 to 16 patients per 
room, rampant hepatitis from the reuse of disposable injection needles, chronic shortages of 
antibiotics and anesthesia, food unfit for animals, and mortality rates rivaling those of the most 
primitive areas of the Third World. Sixty-five percent of their district hospitals lack hot running 
water, 27 percent have no drains, and 17 percent no running water at all. Thirty-six percent of 
rural hospitals lack modern sewage systems! That is the dismal record of the great pioneer of 
socialized medicine. 

In Western countries with socialized medicine, the situation is only marginally better. In 
Britain, Canada, and other countries with government-run medical systems, bureaucrats decide 
who will receive renal dialysis, cancer chemotherapy, heart surgery, hip replacements, and other 
costly procedures. Consequently, tens of thousands in need of these services are deemed 
unworthy and turned away. The remainder queue-up for endless months on waiting lists, hoping 
they will not die before their turn comes. So much for "caring" governments! And if anyone 
believes that socialized medicine will be different here, and that the United States will be an 
exception to the rule, I suggest he visit a county hospital in any major American city or any VA 
hospital. 

Clintonian Equality 

President Clinton wants to make all Americans "equal" in the quality of health care they 
receive. As in Orwell's Animal Farm, however, some people are "more equal than others." We 
know, for example, that the super-wealthy in Britain have their own private physicians and 
hospitals and receive whatever "Rolls Royce" care they can afford. It will be no different here. 
We do not begrudge anyone the right to spend his money as he sees fit. It is simply that some of 
these Establishment types are in the forefront of the fight to socialize medicine for the rest of us. 
You may be sure that while standing in interminable lines, you will never rub shoulders with the 
Clintons, the Rockefellers, Teddy Kennedy, or Tom Foley. These folks wish to experiment with 
your health, not their own. 

A true market-driven system delivers the maximum in quality and quantity at the lowest 
cost. Socialism, whether democratic or totalitarian, means shoddy goods, slapdash services, 
scarcity, rationing, bureaucratic domination, out-of-control costs, and crushing tax burdens. May 
Americans recognize these simple truths, and act vigorously on them, before it is too late! 

-- FR. JAMES THORNTON 
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PUBLISHER'S PAGE How to Destroy 
Health Care 


John F. McManus 

According to the Associated Press, the Clinton team will attempt to reduce its huge health 
care package to "six warm, fuzzy principles that are hard to argue against." The President listed 
them as "security, simplicity, savings, choice, quality, and responsibility." The key slogan will be 
"Health care that's always there." 

Of course, it has been "there" in England and Sweden for many years -and both of these 
nations are turning away from their compulsory socialized medicine plans. How much "security" 
do Canadians enjoy under their nation's system? They are all forced to pay taxes to support it, yet 
it is readily available on paper only. There is no security in Canada's costly and increasingly 
unavailable health care. 

"Simplicity"? Republican pollster Bill McInturff has stated that the plan's very 
complexity, while giving the President "an enormous advantage" over a hopeful but skeptical 
public, will lead to its being rejected. The 250-page outline is hardly an example of simplicity. 

Like the reduction in his famous deficit-reduction package, the "savings" referred to by 
the President are in part an accountant's fanciful projection. Mr. Clinton's earlier program did not 
reduce the deficit, but merely reduced someone else's projection of what the annual deficit might 
be. Another Clinton claim is that the creation of state-run health "alliances" will save as much as 
$238 billion in paperwork, a widely challenged assumption. But these will be 
government-directed monopolies, and expecting savings to be produced by them is absurd. 
Further, once a program like this begins, history shows that it will grow with an endless stream 
of additional "benefits" and inevitable costs. 

There will be no "choice" about paying for the Clinton program; all taxpayers will be 
forced to "contribute." Senator Phil Gramm (R-TX), one Republican who has not caved in and 
cheered for the Clinton plan, insists that the Clinton "cure" will make it "illegal for free citizens 
in this country to go to Blue Cross and buy their own insurance policy if they're willing to pay 
for it." 

As for "quality," retaining competition in the medical field would likewise assure 
continuing high quality in health care. But the Clinton plan calls for state-by-state monopolies 
over medicine, and monopolies are noteworthy for delivering poor quality. 

The final principle cited by the President is "responsibility." If he means that government 
is meeting its responsibility for taking care of the people, he has adopted a thoroughly totalitarian 
attitude. The government cannot take care of anyone without taxing others and exercising control 
over everyone. Socializing medicine is the tactic of a would-be dictator. 

There are many crucial questions concerned Americans should be asking about their 
health care and the plan being proposed by the President. Here is a sampling: 

What is the condition of American medicine today? There is no doubt that the best 
medical care in the world is available here in the United States. Individuals from all parts of the 
world come here to take advantage of it. They do not go to nations where government has taken 
over medicine. 

What will happen to American medicine if the Clinton plan wins passage in 
Congress? Consider what federal dominance over education has done to America's schools, and 
translate that sorry performance to medical care. The Clinton plan would make medical care 
universally available, as is education, but its quality would suffer the same decline experienced 
by the schools. The schools need competition, not subsidy and compulsory taxation to support 
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them. So, too, with medicine. If government creates a universal health plan, competition will 
wither. Monopoly in any field destroys quality. 

How will the Clinton program affect the availability of medical care? Look at 
Canada, whose people -- already saddled with socialized medicine -- continue streaming into the 
United States for care. They are only too glad to pay for medical procedures in the U.S. that they 
can get for "free" in their nation, provided they don't mind waiting for 10, 12, or 15 months. 

What about the effect on the quality of medical care under the Clinton plan? If 
medical care is "free," more will seek it. Add that to the customary practice of paying medical 
providers based on the number of patients they see and the quality of care can't help but take a 
nose-dive. The Canadian program admired by Clinton Administration officials has seen doctors 
supplying services that aren't needed to patients who have time to wait in line while many who 
need care and haven't time enough to wait do without. 

What can be done about the skyrocketing cost of medical care in the United States? 
Twenty-five percent of America's current cost for hospital and physician care goes for paperwork 
required by government. This percentage will only grow larger with increased government 
involvement. The cost of medical care could be reduced by getting government out of the field, 
not more deeply into it. 
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